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A Banker’s Diary 


Mid-March—Mid-April 


MONEY has remained extremely plentiful, and in the 
absence of any other outlet discount rates have again 

fallen to very low levels. The decision of 
be Money the Government to issue 2} per cent. 

arket 2 

Conversion Loan by tender in place of 
Treasury bills, while commendable as a long-term policy, 
has for the moment served to depress discount rates 
still further, and is also adding to the cost of Government 
borrowing. The result was that on March 24, the tender 
rate for Treasury bills worked out at the record low 
average of 6s. g:27d. per cent. These bills, of course, 
were the popular end-of-June maturity, which increased 
the demand for them, and the following week, when July 
bills were on offer, the rate rose to 11s. 9-78d. per cent. 
Contrary to expectation, this higher rate was not held, for 
on April 13 the tender rate averaged 8s. 10-03d. per cent. 
By Easter the hot bill rate, which early in April had, 
for reasons discussed below, risen to 3-1} per cent., 
was once more down to ;‘, per cent. 


SUPERIMPOSED upon the general pressure of money, 
several transient influences were at work during the 
period under review. Reports that the 
The Banks clearing banks were gradually succeeding 
aoe the in reducing their country deposit rates 
arket.. : 
inspired rumours that the minimum rate of 
I per cent. charged by the clearing banks on their loans 
to the money market were about to be lowered. These 
have proved to be without foundation, and, indeed, 
bankers hold that any reduction in their short loan rates 
would at once be reflected in lower discount rates, so that 
the market would obtain no_ benefit. Moreover, the 
banks themselves now have so much money in Treasury 
bills that they cannot afford to shade their loan rates. 
Meanwhile bill-brokers are tending to repay their fixtures 
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with the clearing banks, and are relying more upon loans 
from “‘ outside ’’ banks, whose rates are not subject to 
the I per cent. minimum, but vary around $ per cent., 
according to supply and demand. The result of this 
increased borrowing from outside banks means that the 
outside rate has become more liable to sudden increases 
when even a moderate pressure for funds develops. An 
instance of this occurred in early April, when heavy sales 
of gilt-edged stocks were made by one bank, followed by 
purchases by another bank. These operations immobil- 
ized a fair amount of money for a few days, so that one 
of the clearing banks had to call. The outside rate 
promptly rose to ? per cent., and discount rates firmed 
up in sympathy. The following week heavy purchases 
of bills by one of the banks drove discount rates down 
again, and as the market had largely missed that week’s 
tender, they had few bills to pay for, and so money rates 
eased to as low as } per cent. 


THE foreign exchange market was very quiet until 
Easter, and official intervention was very infrequent, 
. _ Sterling being left free to find its own 
pnd tena level. Spot dollars gradually recovered 
from their weakness at the time of the 
American closure, and immediately before Easter were 
quoted at $3-41, with forward dollars quoted at 43 cents 
discount for three months’ delivery. The Continental 
gold exchanges strengthened slightly, but the absence 
of business deprived this movement of much of its signi- 
ficance. Reichsmarks weakened on the news of the 
repayment in gold of the Reichsbank’s rediscount credit 
and the apparent weakening of its gold reserves, but it 
was subsequently realized that all the Reichsbank had 
done was to get rid of an expensive liability, and the 
exchange at once recovered. Following upon the opening 
of the Shanghai mint, the Eastern exchange banks 
decided to quote the Shanghai rate in Chinese dollars 
instead of taels, the conversion ratio of taels to dollars 
being 71-5: 100. As the Eastern banks have for a long 
time kept accounts in taels, Chinese dollars and also 
Mexican dollars, this change is of little importance, 
except that it indicates that they are confident that the 
new dollar will have a stable silver content. 
I 
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DurtnGc Easter week, however, the foreign exchange 
position was completely reversed by the suspension of 
the gold standard by the United States. 
The Fall of Severe Continental pressure on the dollar 
the Dollar was in evidence during the Easter week- 
end, but, the outlook appeared clearer 
upon Tuesday, when the American authorities licensed 
the shipment of gold to France. Then, on Wednesday, 
April 19, it was suddenly announced that the embargo 
upon gold shipments was re-imposed and that the dollar 
would be left free to find its own level. As a result on 
April 20 the sterling rate rose to $3-90. The London 
market was taken completely by surprise by this sudden 
reversal of policy. The general impression was that 
President Roosevelt suddenly realized that his hand was 
about to be forced by Congress that same night, and 
therefore re-imposed the gold embargo and obtained 
further powers to amend the monetary system, so as to 
retain control of the situation in his own hands. What- 
ever the motives, City opinion was in some respects 
inclined to welcome it on the ground that it would force 
upon the world an early settlement of the exchange 
problem. The immediate result was that sterling 
strengthened appreciably against the Continental “‘ free ”’ 
gold currencies. Further reference is left until next 
month. 


On March 31 the Bank of England did not seek authority 
for the continued extension of the fiduciary issue to 
£275 millions, and so it automatically 

. The lapsed to the normal figure of £260 millions. 
nang oa This change is of little real significance, for 
as the Bank return for April 5 showed, the 

Reserve was still high enough to support Bankers’ 
Deposits of well over £100 millions and to leave the Pro- 
portion as high as 41 percent. This return proves beyond 
doubt that the reduction in the fiduciary issue implies no 
alteration in the official easy money policy, but rather a 
recognition of the fact that our gold reserves are for the 
moment high enough to permit of a reduction of the 
fiduciary issue to its normal size without any sacrifice of 
the present easy conditions. The main doubt aroused 
by the Bank’s decision ‘is lest it should be interpreted in 
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the United States as a sign that we regard our recent gold 
acquisitions as a permanent addition to our Reserves- 
At the moment, however, there is no sign of any large. 
scale return of funds to the United States, and, indeed, 
the whole position has been fundamentally changed by 
the suspension of the gold standard in the United States 
since the decision was taken. In any case, the reduction 
in the fiduciary limit in no way prevents gold from 
going to the United States, if conditions should warrant 
shipments. In fact, if the Bank lost much gold, it would 
have to apply for leave to increase the fiduciary issue 
again, and on general grounds there is something to be 
said for an elastic fiduciary note issue which instead of 
circumscribing our monetary policy can be varied at will 
to fit the needs of the moment. 


REVENUE collection and the repayment of Treasury bills 
—including those held by the Bank of England—explain 
a slight reduction between February and 
March March from {207-6 to £207-0 millions in 
Clearing Jearing bank cash and one from £1,956°7 
Bank roe - ' y 
to £1,925°2 millions in clearing bank de- 
posits. Advances show a further slight 
increase from {765-6 to {766-2 millions, probably again 
due to borrowings to cover income tax payments. There 
is a further heavy reduction in discounts from £385-5 to 
£348-1 millions, occasioned by Treasury bill repayments 
and the unremunerative rate obtainable upon Treasury 
bills. Instead the clearing banks have increased their 
investments from {497-5 to {510-2 millions, presumably 
to take advantage of the better return obtainable upon 
Treasury bonds and long-term Government Securities 
and also of the recent strength of the gilt-edged market. 
In general, the March returns only give evidence of 
seasonal changes. 


Averages 


Imports for March were £563 millions, against {49-1 
millions in February and {61-2 millions in March last 
March year. British exports were {32-6 millions, 
Overseas against {27-9 millions in February, and 
Trade {31-2 millions in February last year. Re- 
exports were £3°9 millions, against {4-5 millions and 
£5°3 millions, while transhipments under bond were 
{1-8 millions, against {1-9 millions and £2-0 millions. 
I2 
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In interpreting these results it must be remembered that 
this year March contained four more working days than 
February; that last year Easter fell in March; and that 
last year March imports were suddenly reduced by the 
entry into force of the tariff which had been preceded by 
heavy forestalment in February. The quarter’s results 
are : Imports, {159-2 millions ({193°4 millions in 1932) ; 
British exports, {89-7 millions ({92-3 millions in 1932) ; 
re-exports, {12-6 millions (£16-1 millions in 1932); 
transhipments under bond, £5-9 millions ({7-0 millions 
in 1932). On balance our export trade is holding its own, 
but at a very reduced level, especially in the iron and steel 
and engineering industries. Textiles and motor vehicles 
show some improvement. Our entrepdt trade has definitely 
deteriorated, and imports are much lower. Our adverse 
trade balance has been brought within reasonable limits, 
and to that extent the depreciation of sterling and the 
tariff have proved advantageous. Our total trade turn- 
over leaves much to be desired. 


Str OTTO NIEMEYER has continued his series of visits to 
overseas governments in financial difficulties, and follow- 
ing a visit as the guest of the Argentine 
Bo Otto Government he has presented a series of 
—" recommendations which have been accepted. 
Argentina hey follow familiar lines. The dual system 
of currency for long in force in Argentina 
is to be abolished, a central bank is to be founded to 
absorb the Conversion Office, the Rediscount Commission 
and the Exchange Control Commission, the budget is to 
be balanced, and the administration of the national 
finances overhauled. Sir Otto recognizes that successful 
financial reform is dependent upon a recovery in Argen- 
tina’s export trade and in the prices of her produce, and 
realizes that exchange control must be maintained for the 
present as a regrettable necessity. Again it is impossible 
to revalue the peso on a permanent basis so long as so 
many of the world’s currencies are unstabilized. On the 
whole, Sir Otto seems to have made the best of a difficult 
job, and it will not be his fault if under present conditions 
his plan does not effect a complete cure. The only general 
doubt we have is whether every country he has visited 
has room for a central bank, but this doubt need not 
apply to so important a country as Argentina. 


— 
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THE half-yearly report of the Commonwealth Bank is, 
as usual, a most illuminating document. Reading between 
._ the lines, it appears that the Premier’s 
= plan for the gradual re-establishment of 
budget equilibrium is so far proceeding 
according to schedule, but that it is a race against time, 
the real doubt being whether Australia can set her affairs 
in order before the inevitable bad season comes along. 
So far she has been fortunate, for a series of good seasons 
have mitigated for her the consequences of the world 
depression, but if fortune turns the other way, she may 
find herself in a position of some difficulty, both in 
meeting her external liabilities and in coping with her 
internal situation. In the meantime money has become 
definitely easier, and the Commonwealth Bank’s report 
gives details of the substantial reductions in interest 
rates that were effected during 1931 and 1932. The 
Commonwealth Bank reduced its overdraft rate from 
63 to 4? per cent., and its rural credits advance rate from 
6 to 44 per cent. Deposit rates have been reduced from 
5 to 3 per cent. for twelve-months’ fixtures, from 5} to 34 
for twenty-four months’ fixtures, and from 4 to 2} per 
cent. for savings accounts. The Treasury bill discount 
rate has been lowered from 6 to 3} per cent., but the 
Commonwealth Bank has been at pains to warn the 
governments of the need for debt refunding and of the 
limitations to fresh borrowing for the purpose of financing 
public works. In short, Australia must not forget to 
prepare for the bad season. 


Recent Financial Events 


HE four weeks immediately preceding Easter wit- 

nessed at home three events of financial import- 

ance. These were the completion of the financial 

year, the reduction in the fiduciary note issue, and the 

news that the clearing banks were effecting some reduction 
in their country deposit rates. 

The financial year has ended as well as could be 
expected. Taking actual revenue and expenditure by 
themselves, there was a surplus of {13-9 millions, 
but if the “excess” interest cost of National Savings 
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Certificates and the interest portion of the December 
War Debt payment be added, there is a deficit of {8-7 
millions. Furthermore, the commission paid on War 
Loan Conversion cost {23-2 millions, which should 
properly rank as part of the year’s expenditure, even 
though it was deliberately financed by borrowing. This 
would raise the deficit to £31-9 millions. 

The year’s conversion operations, which have saved 
the Government about £37 millions in interest (at the 
cost of a loss of about £9 millions in income tax and 
surtax), have brought them in £40-3 millions of new 
money. {£33:°8 millions of this was required to repay the 
balance of the Treasury’s foreign credits. Finally, the 
Government had to raise {150 millions to constitute the 
Exchange Equalization Account. Putting all these 
figures together, and allowing for a net increase of {3-1 
millions of Savings Certificates during the year, the 
result is an increase of £198-6 millions in the floating 
debt. Treasury bills increased by {171-5 millions, and 
advances by Public Departments by {27-1 millions. 
The National Debt was increased by {184-9 millions, 
but there is an off-set against this figure to the amount 
of the Government Securities (whether Treasury bills 
or Ways and Means Advances) still held by the Exchange 
Equalization Account. 

Taking into account the intensity of the trade depres- 
sion, the shrinkage of the taxable capacity of the nation, 
and the much worse experience of other countries, these 
results are eminently satisfactory, but they leave prac- 
tically no margin for tax remission. On the basis of the 
published estimates for 1933-34, total expenditure, even 
after allowing for the saving in respect of debt interest, 
seems likely to amount to £705 millions.* Furthermore, 
the Government is pledged to afford some relief in respect 
of unemployment in necessitous areas, and the cost of 
this will fall on the Budget. Revenue, on the other hand, 
seems likely to be no better than £715 millions,* which 
leaves only {10 millions over for sinking fund. 

Mr. Keynes has lately put forward three proposals, 
namely, that all debt redemption should be suspended ; 
that the Budget should be framed on the assumption 


* These estimates were given in the ‘‘ Economist Budget Supplement’”’ 
of April 15. 
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that there will be a substantial reduction in unemploy- 
ment, conditional, presumably, on the adoption of his 
schemes for stimulating employment; and that a sus- 
pense loan of £50 millions should be raised in relief of 
taxation, the loan to be redeemed in more prosperous 
times. The Budget was opened while this issue of THE 
BANKER was passing through the press, and so we do not 
know how far this scheme is evoking any response from 
the Government. On balance, we view it with consider- 
able sympathy, for what it really means is that we should 
have faith in our future prosperity, and should take some 
risk in order to give trade an impact sufficient to start it 
moving. An impact of this kind may, of course, not be 
enough, and in this case it admittedly might do more 
harm than good. Again, there is some slight danger 
that the deliberate financing of current expenditure out 
of a loan might impair foreign confidence in our stability 
and also reverse the present downward trend of long-term 
interest rates, to the detriment of those industrial under- 
takings which are now reducing the burden of their 
debenture indebtedness. Still, money is so plentiful 
to-day, and foreign centres possess so little confidence in 
themselves, that we should be inclined to run this risk as 
a lesser danger to that of drifting along in the hope that 
things will right themselves. 

The details of the reduction in the fiduciary note 
issue are explained in the “ Banker’s Diary,” but a few 
general comments may usefully be added here. The 
reduction does not imply that we regard our recent gold 
acquisitions as a permanent addition to our reserves. 
On the contrary, we can part with the gold through the 
channel of the Exchange Equalization Account, as soon 
as it is desirable to do so, and if its loss weakens the 
Bank’s reserve, the fiduciary limit can at once be increased 
again. Indeed, we regard the fiduciary limit not as an 
arbitrary check upon our general monetary policy, but 
as a limit which must be varied from time to time in such 
a way as not to hinder the execution of our policy. This 
means in effect that the recent reduction has not been a 
deflationary act or one implying any reversal in our 
policy, and we urge that the limit shall not be permitted 
to have a deflationary effect in the future. 

The attempts of the clearing banks to reduce their 








96 THE BANKER 





country deposit rates, which have lately received atten- 
tion in the Press, represent one more stage in the general 
reduction of interest rates. Ever since the 2 per cent. 
Bank rate came into force nearly a year ago, the clearing 
banks have not been offering the traditional rate of 24 per 
cent. on new money. Existing deposits obviously had 
to be dealt with more carefully, for as old customers had 
never received the benefits of high deposit rates, the banks 
were naturally reluctant to ask them to share in the 
losses arising from a régime of cheap money. Again, 
the Post Office Savings Bank continues to offer 24 per 
cent.—a matter which might receive the attention of the 
Government—and so there is a risk that some small 
accounts may be transferred from the clearing banks to 
the Post Office. The real point is that with advances 
down by over {100 millions on the year, and with less 
than I per cent. obtainable upon their swollen holdings 
of Treasury bills, the clearing banks had no option but to 
seek to reduce their country deposit rates wherever 
practicable. There is, naturally, no concerted attempt at 
a reduction to a fixed rate as from a given date, for the 
country deposit rate has never been an agreed rate. To 
this extent recent Press statements are exaggerated. 

On the whole, events at home appear to be still 
moving in the right direction. Money remains cheap 
and plentiful, and there is no indication of any reversal 
in this trend. The national finances are in a sound 
enough condition, when account is taken of the general 
state of the world’s affairs. Last, but not least, evidence 
is accumulating in favour of those who demand an 
expansionist policy from the Government, and public 
opinion in that direction is gaining force. The Govern- 
ment should realize that what is needed is neither 
rigid economy nor generous constructive expenditure, 
but a judicious combination of both. At this moment 
all we can do is to express the hope that the Chancellor 
in his Budget speech will give some definite indication 
that he and his colleagues realize that need. 
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A Canadian Central Bank 


HE absence of a central bank in Canada has for 

some time been a subject of comment, and from 

time to time tentative plans have been mooted 

for the establishment of a central bank. The Canadian 

bankers, however, are resolutely opposed to such a 

project, and, indeed, they hold that there is neither need 
nor scope for a Canadian central bank. 

The functions of a central bank are by now fairly 
well defined. It acts as the nation’s bank of issue and as 
a “‘ bankers’ bank.”’ Through alterations in its rediscount 
rate and its open-market operations it regulates the 
supply of banking credit, and is, in fact (and on its own 
terms), the “‘ lender of last resource.’’ Among minor, but 
still important duties, it acts as banker to the Government 
and as administrator of the National Debt. 

To understand the opposition of the Canadian bankers 
it is necessary to take the more important of these func- 
tions one by one and relate them to the existing Canadian 
currency and banking system. The Canadian currency 
system is briefly as follows: The Minister of Finance 
issues “‘ Dominion notes” in very large and very small 
denominations, which are legal tender everywhere. To 
quote a recent statement by Mr. Jackson Dodds, General 
Manager of the Bank of Montreal, the first $50,000,000 
of Dominion notes must be backed as to 25 per cent. in 
gold, while any issue in excess must be backed fully in 
gold, with the exceptions of $26,000,000 borrowed by 
the Government during the war and notes issued to the 
banks under the Finance Act against specific security. 
The very small denominations of $1 and $2 are used by 
the public, while the very large denominations, namely, 
multiples of $1,000, are held by the banks as cash reserves, 
and are also used in settling bank differences through the 
clearing-house. 

The Canadian banks may issue notes in denominations 
of $5 or multiples thereof, up to the amount of their 
unimpaired paid-up capital, plus the amount of gold coin 
and Dominion notes held for each bank in the Central 
Gold Reserves. To finance crop movements, the banks 
may issue extra currency between September 1 and the 








98 THE BANKER 





last day of February, up to 15 per cent. of their un- 
impaired paid-up capital, but each bank must pay to the 
Government interest on its excess issue at a rate not 
exceeding 5 per cent. Notes are a first charge on all the 
banks’ assets, and in addition there is a Bank Note 
Redemption Fund in which each bank must deposit in 
Dominion notes 5 per cent. of the excess of its average 
monthly circulation over its average deposit in the 
Central Gold Reserves. 

The argument of Canadian bankers is that the system 
of joint note issue by the Government and the Canadian 
banks provides a currency which is both safe and elastic. 
They might add that the system can be expanded with 
reasonable limits without any need for such formalities 
as varying the fiduciary limit, as is necessary in England. 
Still more cogently could they argue that the Canadian 
system is far more satisfactory than the American system, 
which consists of a mixture of various kinds of notes, 
subject to rigid limitations and controls, which a year 
ago proved impracticable and had to be hurriedly 
amended by emergency legislation. 

The next function of a central bank is to act as a 
bankers’ bank. This has two advantages. It enables 
clearing-house differences to be settled by drafts upon the 
balances held by the various commercial banks with the 
central banks, and it provides a means for expanding and 
contracting bank cash in accordance with the credit 
needs of the nation; for the whole object of open-market 
operations by the central bank is to influence the size of 
bankers’ balances with it, which rank as bank cash. 

Now the Canadian banking system resembles that 
of the British Isles, in that it consists of a limited number 
of large banks, each of which operates branches all over 
the country. There is a complete clearing system, 
centred round the clearing-house in Montreal. The 
governing principle of inter-bank clearing is that each 
bank pays against its own notes on presentation, and all 
notes of other banks which it receives are presented by it 
for redemption through the nearest clearing-house. Final 
clearing differences are settled in Montreal by the pay- 
ment and receipt of Dominion notes, and as stated, the 
very large denominations are used for this purpose. 

Here again the Canadian bankers can justly point out 
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that the present system of inter-bank clearing is adequate, 
and that there is no need for the banks to carry balances 
at a central institution for the purpose of settling their 
differences. And so, too, with the question of regulating 
credit and providing the banks with rediscount facilities. 
Under the Finance Act, the Canadian banks may obtain 
advances in Dominion notes from the Government, 
interest being charged at a rate fixed by the Treasury 
Board. These advances are repayable in Dominion 
notes. The important point is that the range of the 
collateral which may be lodged against these advances 
is far wider than the range of eligible collateral which the 
American Reserve Bank may accept by law, and is in 
some respects wider than the collateral which the Bank 
of England is accustomed to accept from the money 
market in London. Mr. Dodds defines the range as 
follows :— 


(x) Canadian Dominion and Provincial Government 
Securities. 

(2) Securities issued by the Governments of Great 
Britain and other British possessions. 

(3) Canadian Municipal Securities. 

(4) United States Government Securities. 

(5) Promissory notes and bills of exchange, maturing 
within six months and representing agricultural com- 
modities or commercial and industrial transactions. 

In effect, the Canadian Government provide the 
banks with adequate rediscount facilities of a sufficiently 
elastic character, and the banks do not abuse this facility. 
In actual fact the banks borrow mainly to provide for 
special requirements, such as the taking in of new accounts 
the overlapping of seasonal loans and the maintenance 
in the Central Gold Reserves of a basis for excess circula- 
tion. The average amount borrowed is generally below 
the amount of the Central Gold Reserves.* 

While Canadian bankers are justified in pointing out 
that Canada already enjoys many of the facilities, which 
it is the duty of a central bank to provide, there is one 
important distinction. These facilities, such as power 
to issue currency and the mechanism of granting loans 





* Cf. “ Canadian Banking,” by E. L. Stewart Patterson. The Ryerson 
Press, Toronto. 
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to the banks, are in the hands of the Government. Now 
it is a cardinal principle of modern banking that the 
central bank should be entirely free from Government 
control and from any danger of political influences, and 
the Canadian system patently does not possess such a safe- 
guard. Even the rate of interest at which the banks 
borrow, which is the nearest equivalent in Canada to a 
rediscount rate, is fixed by the Treasury Board. 

Still, so far the system has worked, mainly because 
both the Government and the banks have operated it 
under a high sense of responsibility. And the bankers, 
too, are on strong ground when they point out that it is 
impossible to establish a Canadian central bank in the 
absence of a Canadian money market, for it is only 
through the money market that a central bank makes 
either its rediscount rate or its open-market policy 
effective. Now a money market cannot be established 
all at once, especially in a country like Canada, which 
could hardly hope to compete for international funds 
with London and New York. Again, while the Canadian 
banks always possess a certain amount of short money, 
which they regularly employ in the London and New 
York markets, a supply of short money is by itself insuffi- 
cient for the establishment of a money market. Know- 
ledge, tradition and experience are essential requisites, 
as well as a medium in which to operate, such as the bill 
of exchange, which is the basis of the London market. 
Unless and until a Canadian money market could discount 
commercial bills and so finance trade as cheaply and as 
certainly as London can, there is considerable substance 
in the Canadian banking view that there is little scope 
either for a Canadian money market or a Canadian 
central bank. 

One further point of importance may be mentioned, 
even though the Canadian banking view may not be 
entirely disinterested. The right to issue enjoyed by the 
banks is a valuable source of income to them, for their 
notes in circulation cost them nothing in interest and are 
backed partly by earning assets. Now the banks operate 
among their branches a certain number of small offices, 
which are barely able to pay their way. It is claimed that 
if the banks were deprived of their right of note issue, as 
would happen if a central bank of issue were established, 
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their consequent loss of income would force them to 
close down many of their unremunerative branches. 
This would deprive certain districts of banking facilities 
which they at present enjoy. 

On balance, it appears that the opponents of a central 
bank have made out their case, especially as they can 
now cite the telling contrast between recent Canadian 
and American banking experience. The main element of 
doubt remaining is the extent to which the monetary 
and credit system of Canada is under direct Government 
control. This inspires the question: Is it possible to 
segregate from the ordinary machinery of government 
those financial functions which include the issue of 
Dominion notes and the granting of loans to the banks? 
As matters stand, the Treasury Board which has impor- 
tant duties in connection with banking administration, 
consists of the Finance Minister and four other Ministers 
nominated by the Governor-in-Council, so that it possesses 
some degree of independence. Would it be possible to 
make the Treasury Board completely independent of 
political influence and to leave it in full charge of the 
monetary affairs of the Dominion? It is difficult for an 
Englishman either to make or to answer this suggestion, 
without running the risk of exposing his ignorance of the 
minutie of the Canadian system of government, but at 
least he may say that if this independence could be 
obtained, Canada would enjoy all the advantages and 
none of the disadvantages of a modern central bank. 


Dollar Acceptances in London 
By Paul Einzig 


| DES since the suspension of the gold standard 
in this country, many of London’s foreign 
customers have made efforts from time to time 
to induce our banks to grant them acceptance credits in 
terms of dollars instead of sterling. This desire was 
very natural during the first few months that followed 
the collapse of sterling. Nobody knew where its depre- 
ciation would stop, and foreign exporters who financed 
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their business through the London acceptance market 
were naturally anxious to avoid the risk of a depreciation 
of sterling in the course of the next three months. Nor 
were they in a position to cover the exchange risk by 
selling sterling forward; it will be remembered that 
during the first few months that followed the suspension 
of the gold standard conditions in the forward exchange 
market were extremely difficult. In any case the 
necessity of covering the forward exchange was costly 
and complicated the transaction. 

The London banks have refused applications for dollar 
acceptance credits almost without exception. They had 
no desire whatever to incur contingent liability in terms 
of dollars, the exchange risk of which they were not in a 
position to cover, simply because they did not know 
whether or not they would be called upon to pay in the 
absence of a remittance to meet the maturing bill. Apart 
from this, they considered it their moral duty to stand 
up for sterling instead of encouraging the adoption of the 
dollar as the principal international means of payment. 
In any case, they could well afford to refuse to meet the 
wishes of their customers, as there was no danger what- 
ever of losing them. In spite of our troubles, London 
remained practically the only market where acceptance 
credit was obtainable. American and French banks were 
ruthlessly cutting down their commitments, and it was 
hopeless to attempt to induce them to open new credits. 
Nor was competition between London banks and 
acceptance houses so fierce as to make it risky for any 
of them to decline the request of their customers. As 
most of them had big frozen credits in Central Europe 
they were anything but anxious to take on new business. 
While they did not follow the example of French and 
American banks in throwing old customers overboard, 
they certainly did no longer go out of their way to snatch 
away each other’s customers. 

Apart from everything else, it would not have been 
an easy task to place dollar acceptances even if they had 
been granted more freely by London banks. Such bills 
are not eligible for rediscount, and at a time of acute 
financial crisis few people, if any, would have been 
anxious to take in bills which they would have had to 
keep until maturity. It would have been impossible to 
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create an active market for dollar bills accepted in 
London. 

When at the beginning of 1932 the trend of sterling 
turned, the number of applications for dollar acceptance 
credits received by London bankers increased once more. 
This time it was not the foreign exporters but the foreign 
importers who wanted to safeguard themselves against 
the exchange risk. As it appeared highly probable that 
sterling would appreciate nobody abroad was anxious 
to incur liabilities in terms of sterling. In fact, not- 
withstanding the difficulties of obtaining credit facilities 
abroad, the extent to which credit facilities in London 
were drawn upon was reduced considerably, for fear of 
an increase of the liabilities through an appreciation of 
sterling. 

Whenever sterling experienced a period of relative 
stability the pressure for dollar acceptance credits 
subsided. As soon as there was a new movement, whether 
in an upward or in a downward direction, there was a 
revival of demand for such credits. Owing to the repay- 
ment of a relatively large percentage of frozen credits, 
and to the difficulty of employing liquid funds profitably, 
the temptation to meet the demand has gradually in- 
creased. Foreign merchants and bankers did not fail to 
take advantage of this, and many of them have done 
their best to play one bank against the other, by saying 
that ‘‘ so-and-so is willing to grant us dollar acceptance 
credits.” When comparing notes, it usually turned out 
that Bank A was told that Bank B was willing to grant 
such credits, while Bank B was told the same thing about 
Bank A. 

The technical difficulties of granting dollar acceptance 
credits had not in any way diminished. It would have 
amounted to taking a risk the extent of which would be 
undefined, for, in addition to the risk of a default, the 
bank would have to stand the risk of a depreciation of 
sterling. Those who know the prudence that characterizes 
London banking practice may well imagine that they 
were anything but anxious to take such a double risk. 
A device had, however, been found of solving this problem. 
Some banks were willing to accept dollar drafts to the 
extent of their sterling equivalent at the exchange current 
on the date of acceptance. Such hybrid bills could not 
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of course be placed as readily as straightforward sterling 
bills, but owing to the scarcity of fine bank bills their 
placing should not be impossible, were it not for the fact 
that the holder would have to assume the exchange risk 
in case of default. 

Another solution which had been attempted was to 
arrange for the foreign customers dollar acceptance 
credits with a New York bank, under the guarantee of a 
London bank. This practice, had it been adopted on a 
considerable scale, would have reduced London’s réle to 
that of an inferior centre. For this reason, apart from 
exceptional cases where such arrangements are inevitable 
and where the amount involved is small, our banks 
refrained from resorting to such unpatriotic practice. 
In the long run they stood to lose more by it than they 
can possibly gain in the form of commission. 

Owing to the American banking crisis and the ensuing 
distrust in the stability of the dollar, London’s position 
as the world’s leading banking centre has been vindicated 
without a shadow of doubt. Now that the United States 
has chosen to suspend the gold standard, the circum- 
stances of the suspension have definitely ruled out New 
York as a rival to London. 


Matters of Law 
(By our Legal Correspondent) 


WO more echoes of the Hatry frauds have been 
before the Courts since our last issue. In Iron 
Industries, Lid. v. Westminster Bank Litd., decided 

by Lord Wright (sitting as a King’s Bench judge), the 
bank was absolved from a claim for £660,000 made against 
them by Sir Maurice Jenks as liquidator of the plaintiff 
company. It seems the Company, in June, 1929, was 
used as a vehicle for fraud by Austin Friars Trust, Ltd., 
at the instance of Daniels—for Hatry himself was not 
directly a party to the transaction. Iron Industries, Ltd., 
drew a cheque for {£660,000 on its account at the 
Westminster Bank and instructed them to purchase 
shares in Steel Industries of Great Britain, Ltd. The 
securities clerk of the branch was seeing Daniels on 
business and took the letter of instructions from one 
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whom Daniels introduced as the Secretary of the plaintiff 
company and also of Steel Industries, Ltd. The clerk 
thereupon handed this individual the cheque, applied to 
him for the shares and asked him to send the receipt. 
He reported what he had done to his manager and in due 
course the cheque was presented for payment through 
Lloyds Bank. It was a bearer cheque and was paid by 
the defendant bank. In fact, it appeared that after the 
Secretary got the cheque it was credited to the account of 
Austin Friars Trust, Limited, at Lloyds Bank. But 
being a bearer cheque it had been paid by the defendant 
bank in the ordinary course. In the circumstances Lord 
Wright, reading what was done by the securities clerk 
in the light of the knowledge then in possession of himself 
and the bank, held there was no negligence. It was easy 
to be wise after the event. 

The second case was that of Kleinwort, Sons & Co. v. 
Associated Automatic Machine Corporation, Ltd., and 
raises anew what to many bankers must always have 
seemed an unsatisfactory position arising out of the 
decision of the House of Lords in the case of Whitechurch v. 
Cavanagh, (1902) Appeal Cases. As is well known, the 
holder of a certified transfer may give an equitable charge 
on the shares represented by it by mere deposit of the 
transfer with or without a memorandum. The risk of 
this kind of security is illustrated by the case of White- 
church v. Cavanagh, where the Lords held that the 
company is not, 7fso facto, bound by a transfer certified 
fraudulently or without proper authority by its Secretary. 
It may be that there are other circumstances raising an 
estoppel against the company, but of itself the certified 
transfer does not bind the company if it turns out that 
the secretary has fraudulently certified a deposit of 
certificates where no such certificates have been in fact 
deposited. In the case we are considering Kleinworts had 
advanced over £100,000 to Austin Friars Trust, Ltd., 
and Dundee Trust, Ltd., on the security of certified 
transfers of shares in Associated Automatic Machine 
Corporation, Ltd. For the purpose of securing those 
loans fraudulent certified transfers were made in the office 
of Secretarial Services, Ltd., a company that had the 
work entrusted to it of the transfer department and 
register of the defendant company. 

K 
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The Secretarial Company was one of the Hatry group 
and the certifications were placed on the transfers by 
direction of Daniels, who was not only a director of this 
company, but of Austin Friars Trust, Ltd. This was a 
deliberate fraud perpetrated in order to induce the 
plaintiffs to make the loans to Austin Friars and the 
Dundee Trust. Not unnaturally the lenders sued the 
defendant company, claiming that Secretarial Services, 
Ltd., was their secretary and their agent and that by 
these fraudulent certifications the Company, by their 
agent, had defrauded the plaintiffs. That is to say, it was 
contended that the defendant company was responsible 
for its secretary and agents’ fraudulent representation 
that there had been a deposit of the actual certificates. 
Mr. Justice Avory had given judgment for the plaintiffs, 
stating that in his opinion the case fell within the principle 
laid down in the House of Lords in Lloyd v. Grace, 
Smith & Co. (supra), that a principal must be liable for 
the fraud of his agent committed in the course of the 
agent’s employment and not outside the scope of his 
agency, whether the fraud be committed for the principal’s 
benefit or not, and that the case of Whitechurch v. 
Cavanagh (17 The Times L.R., 746; [1902] A.C., 117) 
did not apply. 

The Court of Appeal has now reversed that decision 
and has held that Whitechurch v. Cavanagh applies. Lord 
Justice Scrutton declared that the certification of a 
transfer did not warrant the ownership of shares or the 
genuineness of a transfer. It was therefore not of much 
value when once fraud came in. In the present case some 
of the certified transfers related to shares which had no 
existence; in other cases there was no authority given 
on the part of the owners to deal with those shares. 
Certificates in respect of the shares purported to be 
transferred were not lodged. In his (the Lord Justice’s) 
opinion the decision of the House of Lords in Whitechurch 
v. Cavanagh (supra) exactly covered the present case. 
Secretarial Services, Ltd., who acted as agents for 
Associated Automatic Machine Corporation, Ltd., had 
acted beyond the scope of their employment as they had 
no authority to state that a certificate had been lodged 
when in fact it had not been lodged. The representation 
so made was beyond the scope of their authority. 
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It is about time the House of Lords reconsidered their 
decision in this Whitechurch v. Cavanagh case. If a 
company delegates its duties to a secretary, including the 
duty of certifying transfers, why is it not liable for the 
fraud of its agent? It is true the agent’s authority is 
to certify only where certificates are actually lodged, but 
the very object of certification is to certify the lodgment 
of the appropriate certificate or certificates. Some com- 
mercial lawyers think that the House of Lords has been 
wrong in its definition of the phrase “ scope of employ- 
ment ”’ in this regard. In any event this latest decision 
of the Court of Appeal reasserting, as perhaps it was 
bound to do, the Whitechurch v. Cavanagh judgment 
brings home to the banker the danger of relying on any 
certification. At first sight it certainly seems difficult 
to reconcile Lloyd v. Grace, Smith & Co. with Whitechurch 
v. Cavanagh, and it is to be hoped that Kleinworts will, 
by appeal, give the House of Lords the opportunity of 
saying that Mr. Justice Avory’s judgment was right and 
that the Whitechurch case can be distinguished. Until 
that is done, however, we have to warn bankers that 
certified transfers are a dangerous form of security. 

Frequently, in dealing with cases of loans made to 
companies ultra vires, a banker has been put to trouble 
in a subsequent winding-up. Not always can the matter 
be put right, for it is not always certain how the state of 
account stands as to “‘ excess’ until too late. However 
that may be, the doctrine of subrogation as stated in 
Sinclair v. Brougham (1914) A.C. is a friend in need. 
Where a company has expended the borrowed money 
(borrowed in excess of its powers) in payment of its 
ordinary debts enforceable against it, those creditors 
have really been paid with the bank’s moneys or as 
some put it, the bank can “stand in their shoes”’ as 
creditors pro tanto of the company. A case just decided 
by Mr. Justice Eve, In re Airedale Co-operative Worsted 
Manufacturing Society, Ltd. ( Weekly Notes,” 1933, 
p. 100) reminds us that this doctrine is not confined to 
limited companies. Indeed, the very case of Sinclair v. 
Brougham had to do with the Birkbeck Building Society. 
The Airedale Co-operative Society had borrowed invalidly. 
New rules had required all borrowings to be secured by 
mortgage, bond, or agreement signed by at least three 

K2 











108 THE BANKER 


members of the committee of management. Borrowings 
not so secured were therefore invalid. Yet, since the loan 
went to pay off legitimate creditors of the Society Mr. 
Justice Eve applied the principle of subrogation and the 
lenders were entitled therefore to rank as creditors in the 
winding-up of the Society. 

The contest between the Bank of Montreal and the 
Public Trustee, acting as executor of John Drinan, 
deceased, has resulted, so far, in a judgment against the 
bank with damages agreed at a figure of about £36,000. 
John Drinan had left a large sum of money to the Poor 
Boxes of the Metropolitan Police Courts and the only 
other possible beneficiary was his daughter, Mrs. Pigott 
who entirely supported the action of the Public Trustee. 
The whole story is of considerable interest, but as regards 
interest to bankers the point centres on the duty of a 
bank as regards any notice of special circumstances 
affecting the mental condition of its customers as con- 
trasted with the contractual duty to part with their 
property only upon a true mandate. John Drinan, by 
the latter part of the year 1930, was clearly in a most 
unsatisfactory mental and bodily condition and the 
Montreal Bank must have known this, as the judge found. 
Indeed, after September, 1930, Drinan was not acting for 
himself but was in the hands of people named Haiats, 
who, conspiring with one Beale, holding a position in the 
British Consulate at Nice, arranged to rob Drinan. 
Letters from the Consulate appeared to support the view 
that Drinan was under the protection of the Consulate. 
In any event the bank, acting on forged signatures, 
transferred Drinan’s shares in the Canadian Pacific 
Railway. The Public Trustee who is administering the 
Drinan estate claimed against the bank for conversion of 
these shares, for alleged negligence as Drinan’s bankers 
and as bailees of the shares and for breach of contract. 
The Public Trustee had already established his title to 
the shares in an action heard before Mr. Justice McCardie 
and he claimed costs of that action and also some £51,000, 
the depreciation in the value of the shares between 
January, 1931, when he first made a demand on the bank 
for them and October 29, 1931, the date of Mr. Justice 
McCardie’s judgment. Another sum of about {1,985 
disbursed by the bank on forged instructions was paid 
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into Court by the bank. But as to the shares, the bank 
denied liability for more than nominal damages for breach 
of contract. It is true they had handed over his property 
without his actual authority and on forged documents, 
but owing to difficulties in law as to Drinan’s domicile 
there were difficulties and doubts in the disposal of the 
shares and in the way of the Public Trustee getting on 
the register of the C.P. Railway. It was argued, there- 
fore, that there was no damage directly traceable to the 
bank’s breach of contract. Mr. Justice Farwell, in the 
present action, decided that it was reasonable to say that 
these difficulties could have been surmounted by April 30, 
1931, had the bank been able to hand over the shares. 
Hence, he differed both from the Public Trustee and the 
bank as to damages and fixed them as being the difference 
between the value of the shares at April 30 and October 
20, 1931, and of course the costs of the action to establish 
the Trustee’s title, which was a necessary expenditure and 
was due to the bank’s breach of contract. 

This decision rendered it unnecessary strictly for the 
judge to decide on the questions of negligence raised. 
Nevertheless, he referred to them and his observations 
thereon are of some interest as bearing on a banker’s 
duties in dealing with a customer’s securities. To cite 
his remarks :— 

It was, however, right that he should say that no one could 
dispute the proposition that the bank was entitled to assume that 
its customers were sane and able to deal with their affairs as they 
pleased. Banking business would be impossible if it were the 
duty of a bank, whenever a transaction came along which 
appeared to them to be a little unusual, to inquire whether the 
customer realized actually what he was doing. It could not be 
suggested that the Bank of Montreal had been guilty of negligence 
on that ground, but it was said that, having regard to all the 
facts which had been brought to the notice of the bank as to 
Mr. Drinan’s health just before the material times, it was in- 
cumbent on them to scrutinize with care any transaction which 
Mr. Drinan was apparently undertaking and to take care that his 
signature to documents was not forged. 

Since they had been put on inquiry by their knowledge 
of Drinan’s state of health they ought to have taken 
special precautions. The judge found that had a careful 
investigation been made there was grave doubt about 
the genuineness of the signatures. To that extent the 
bank was held to be negligent. That is to say, anyone 








110 THE BANKER 


who had in view the necessity of special care should 
have discovered the forgeries. 

King Alfonso, lately King of Spain, had deposited 
with the Westminster Bank, through their Madrid agents, 
securities amounting to about £11,000, part of his private 
fortune. Afterwards the bailees were directed to hold 
the securities to the order of the Banco de Vizcaya to the 
rubric of King Alfonso. The bonds remained in London. 
After the revolution in 1931 King Alfonso claimed delivery 
of the securities from the Westminster Bank, who, of 
course, held them admittedly as bailees only. But the 
Banco de Vizcaya, being told of the King’s claim appeared 
on interpleader proceedings and claimed to be entitled to 
possession of the securities. An issue was drawn up to 
be tried as between the ex-King and the Banco de Vizcaya 
and it appears that the representatives of the Banco 
persuaded a judge (Mr. Justice Branson) not merely to 
state the issue as to whether the Banco de Vizcaya was 
entitled as against the ex-King to the securities, but to 
preface this issue with another one in which the Banco 
was allowed to set up that all property rights, etc. in the 
securities passed to and were vested in the Republic of 
Spain under and by virtue of the decrees of the new 
Spanish government. King Alfonso naturally appealed 
against this prelude by which the Banco de Vizcaya was 
not going to say that they had a title to the securities, 
but rather this: “ You (the King) have a possessory title, 
but are not really entitled because someone else has made 
an order depriving you of your rights.’’ In short, 
that the title had passed away to someone else not a 
party to the action. On the appeal the Court of Appeal 
struck out any such issue and left the simple issue as to 
whether as against the King the Banco was entitled to 
the securities. 


Appointments and Retirements 


Bank of Montreal 


Mr. G. C. Cassels, London manager, is retiring on 
July 1 after forty-seven years’ service, for eighteen of 
which he has been manager in London. In 1918 he was 
appointed a member of the Cunliffe Committee and in 1920 
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represented Canada at the International Financial Con- 
ference in Brussels. He was chairman of the committee 
of experts appointed in 1930-31 toconfer with the Indian 
Central Banking Inquiry Committee. During the war 
he was chairman of the London War Committee of the 
Canadian Red Cross Society and hon. treasurer of the 
Canadian War Contingent Association. He was made 
Knight of Grace of the Order of St. John of Jerusalem 
for his services. 

Mr. Edward Pope, eldest son of the late Sir Joseph 
Pope, will succeed Mr. Cassels. Mr. Pope has served the 
bank at head office in Quebec, in British Columbia 
branches, was assistant manager of the bank in Paris 
and for some years past has been the manager at Halifax, 
N.S., and superintendent of the Maritime Provinces 
district for the bank. 


Barclays Bank 


After forty-seven years’ service, Mr. E. W. Sissons, 
staff manager, retired on March 31. Mr. Sissons joined 
the London & South Western Bank in 1886 and, after 
a period of branch management, was appointed an in- 
spector. During the war he took charge of the staff and 
later was appointed staff manager, which position he 
retained on the amalgamation of the London & Provincial 
and London & South Western Banks and also with 
Barclays Bank in 1918. 

Mr. Sissons will be succeeded as staff manager by 
Mr. C. D. Carruthers. 


Martins Bank 


The directors announce that Mr. J. M. Furniss, general 
manager, has been elected to a seat on the London Board. 


Westminster Bank 


Mr. James Greenhill, manager of the Lothbury office, 
has been appointed a joint general manager. He 
joined the London and County Banking Company at 
its head office in Lombard Street in 1898. After the 
amalgamation with the London and Westminster Bank 
he became manager’s assistant at the Lombard Street 
office, being appointed assistant manager a year later 
and chief accountant of the bank in 1927. In 1928 
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Mr. Greenhill became manager of the Lombard Street 
office and manager of the head office, Lothbury, in 19209. 
During the War he served with the East African 
Expeditionary Force in German East Africa. 





American Banking 


By a Correspondent 


OVING with astonishing speed, President Roosevelt 
M during his first month in office* entered upon the 
task of bringing the banking crisis under control 
and restoring the financial machinery of the country. 
This has involved the exercise of dictatorial emergency 
measures, most of which have now become familiar to 
everyone. The progressive reopening of banks begun on 
March 13 had been carried by the first week in April toa 
point where slightly more than two-thirds of the 18,000 
banks in the country had been reopened. The credit 
stringency has been relieved and the reserves of the 
central banking system and its members have been 
restored. The problem now facing the country is that of 
permanent banking reform. 

In this development as in the treatment of the 
emergency the bankers themselves are apparently to play 
the passive réle of patient, while the diagnosis and 
consequent operations are entirely in the hands of the 
government authorities. Precisely what steps are to be 
taken are not yet clear, but in its rough outlines the 
programme appears to be taking shape along somewhat 
the following lines : 

First, the separation of banking functions into their 
component parts through the divorce of commercial 
banking from investment banking on the one hand and 
savings banking on the other hand with the suggestion 
also that possibly trust company banking will be set up 
as a fourth category, later on. 

Second, measures to bring all commercial banks into 
a unified national system, either through membership 
in the Federal Reserve or through taxing out of existence 
the state chartered institutions. As a step toward this 


* Our correspondent’s report is dated April 7. 
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second objective proposals for some form of deposit 
guarantees or insurance for nationally controlled banks 
are being seriously considered. 

The banking bill first introduced over a year ago by 
Senator Glass, and which was bitterly fought by the 
entire banking community, is again being revised in 
Committee and is expected to be reported out shortly 
in its new form. It will provide the basis for the recon- 
struction of the country’s system and will involve, no 
doubt, adjustments much more radical than those which 
it originally contained. It is unlikely, nevertheless, that 
the bankers of the country will have the temerity, after 
what has happened, openly to oppose it or even covertly 
to bring pressure against it in anything like the degree 
employed against the original bill. 

Pending the disclosure of the permanent adjustments 
which are being demanded of the banking system, 
individual banks are making strenuous efforts to bring 
their institutions into conformity with “‘ the new deal.” 
There have been several noteworthy acts of public 
penitence of which the most striking were the measures 
taken by the National City Bank and the Chase National 
Bank at the height of the crisis to divorce their security 
affiliates. 

Winthrop W. Aldrich, the Rockefeller lawyer who 
succeeded Albert H. Wiggin as head of the Chase National 
Bank last January, went beyond a mere announcement 
of the dropping of his bank’s security company and 
enunciated a ‘‘ programme of reform” which created a 
sensation in Wall Street because of the brutally frank 
way in which it struck at the interests of J. P. Morgan & Co. 
Mr. Aldrich’s programme has not only divided the Wall 
Street banking community into two armed camps, but 
has apparently deflected the course of opinion in 
Washington to the extent that the “ Aldrich plan” is 
being spoken of as an integral part of the coming reform 
movement. 

In part, he asserted that there should be a complete 
divorce between commercial banking and the security 
business, and to this end he declared that no firm dealing 
in securities should be allowed to accept deposits under 
any circumstances and that members of such firms should 
not be allowed to sit upon the boards of commercial banks. 
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The extent to which this programme would reduce the 
powerful house of Morgan may be judged when it is 
recalled that under it the Morgan firm would have to 
relinquish all its directorates in the so-called Morgan 
banks such as the Guaranty Trust Co. and the Bankers 
Trust Co. and would, in addition, have to give up the 
large deposits lodged with it by Great Britain and other 
foreign governments and by the American corporations 
in which Morgan interests are dominant. 

Naturally, suggestions of this character coming from 
the head of the Rockefeller-controlled Chase National 
Bank do not please the Morgan firm and the banks it 
controls. The Aldrich plan was particularly disconcerting 
to Wall Street in that it was published at a time when 
there was widespread public resentment against bankers. 
Moreover, it has had the effect, undoubtedly foreseen by 
Mr. Aldrich himself, of diverting the attention of the 
Senate Investigating Committee from the commercial 
banks to the private banks. Although it had been under- 
stood that the examination of the Chase itself would follow 
that of the National City Bank, counsel for the Committee 
promptly subpcenaed the records of the house of Morgan 
and other important private bankers, following the 
publication of Mr. Aldrich’s statement, and when public 
hearings are resumed the affairs of the Morgan firm are 
scheduled to be investigated first. 

Apart from publicly disowning their security affiliates, 
the banks have taken other measures to place themselves 
in a position to meet the prospective reforms. These 
have been chiefly along the line of revaluing assets, 
repairing capital and retrenching drastically on salaries, 
directors’ fees, dividends and general expenses. Abandon- 
ing their former reliance upon the hope that a revival in 
business and in security prices would repair the damages 
of the past three years, the bankers are now facing the 
problem of gradually reducing their holdings to market 
values through progressive appropriations from surplus 
account. 

The National City Bank has already written off thirty 
million dollars from surplus since the holiday and the 
Chase and other important banks will soon follow suit. 
Nor will these be the last write-downs to take place. 

These heavy inroads upon surplus account raise an 
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interesting question for the future. Already some of the 
larger banks show a disproportion between their paid-in 
capital and their surplus which will be heightened by the 
prospective appropriations from surplus account. In- 
vestors in bank stocks are beginning to wonder whether 
they will be called upon to restore surpluses to a more 
normal relationship with capital, or whether the banks 
will resort to the expedient of reducing their capital and 
transferring the reduction to surplus. These uncertainties 
together with the definite indications that dividend 
disbursements will be far from generous have caused 
heavy selling of bank stocks, a development which is 
always productive of disturbing rumours and of nervous- 
ness among depositors. 

To add to the unhappiness of the banking community, 
the New York Clearing House Association, for many years 
a pillar of strength, finds itself faced with a crisis 
threatening its very existence as a result of the closing of 
one of its members, the Harriman National Bank & Trust 
Co. and the discovery of flagrant irregularities in the 
management of that bank leading to the indictment of 
its former chairman, J. W. Harriman, on charges of 
having made false entries in the accounts of depositors 
during 1931 and 1932. The Clearing House has let it be 
understood for many years that there was an agreement 
among its members for their mutual protection. It has 
been repeatedly, although unofficially, stated that no 
Clearing House bank would be allowed to fail and in 
moments of stress the Clearing House has frequently 
inserted advertisements in the Press calling attention to 
the safeguards with which membership in its organization 
surrounds depositors. 

In the case of the Harriman National Bank a special 
obligation appears to have existed. As long ago as last 
July it became evident that the bank was in serious 
difficulties, and irregularities in its books were discovered 
by the national bank examiner. 

At that time the Clearing House Association considered 
the position of the Harriman, and through its responsible 
officials agreed to assist the bank upon three conditions : 
First, that Mr. Harriman, then President, should be 
relegated to an unimportant position in the institution; 
second, that a representative of the Clearing House be 
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placed in charge of the bank as President; and third, 
that the bye-laws be amended to give the new President 
enlarged powers to handle the situation. These con- 
ditions were met, and the chairman of the Clearing House 
Committee is alleged shortly thereafter to have assured 
the Comptroller of the Currency in writing that the 
Clearing House would stand behind its faltering member. 
Up to the time of the nation-wide bank holiday the 
problem of the Harriman National Bank was under almost 
constant discussion by the Clearing House. When 
President Roosevelt announced a policy of reopening only 
sound banks, the Clearing House authorities apparently 
felt that this move absolved them from responsibility for 
supporting the Harriman Bank. They took no action 
and the bank was placed in the hands of a Federal 
Conservator. 

Since then an insistent demand from depositors of the 
closed bank, from the office of the Comptroller of the 
Currency and from the Department of Justice has com- 
pelled the Clearing House to re-examine its liability. The 
membership has been split into two opposing groups which 
appear to be at a deadlock on the question. The majority 
believes that the Clearing House has a strong moral 
obligation in the matter and that it cannot evade it. A 
smaller group contends that the Clearing House’s pro- 
tective agreement was never valid, and that the promises 
made by Clearing House officials cannot be held binding 
upon the stockholders and directors of the member banks. 
They assert that even if they wanted to help out the 
Harriman it would be illegal for them to do so. It may 
be surmised from the alignments disclosed in this quarrel 
that the bitter feeling created by Mr. Aldrich’s celebrated 
programme of banking reform has something to do with 
the attitude taken by a number of the Clearing House 
banks. 

The affair has so far dragged out for three weeks and 
shows no signs of solution. In the meanwhile the prestige 
of the Clearing House Association is being rapidly reduced 
and a few banks which relied heavily upon the assurance 
which membership in the Clearing House formerly gave to 
nervous depositors are deeply disturbed. 

Whatever doubts existed in the first week in March 
as to the safety of the dollar were quickly dissipated by 
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the first measures taken by the Administration to meet 
the crisis. Since then, although the clamour from the 
Farm Bloc for devaluation of the currency has not 
diminished, it has become increasingly evident that the 
course chosen by President Roosevelt follows the path of 
deflation rather than inflation. The fact that deposits in 
approximately one-third of all the banks in the country 
aggregating possibly ro per cent. of all deposits, or about 
$4,000,000,000, remain locked up, that a general write- 
down of assets to conform with market prices appears to 
be in order, and that measures have been taken to secure 
the return of hoarded gold and to maintain the foreign 
exchange value of the dollar indicate conclusively that 
until early April, at any rate, the forces at work were 
distinctly deflationary. 

The recovery registered by the central banking system 
between March 3 and April 5 was extraordinary. During 
that period the total volume of money in circulation was 
reduced $1,277,000,000, the gold holdings of the Federal 
Reserve System rose $595,000,000, the borrowings of 
member banks from the System were reduced $978,000,000, 
the reserve ratio of the System rose from 45-6 to 59:7 
and its excess gold reserves advanced from $440,000,000 
to $1,262,000,000. Only $16,000,000 of the new Federal 
Reserve bank notes which are not secured by gold has 
been issued and there is every indication that no extensive 
use will be made of this emergency currency. 

Money rates have fallen approximately to the levels 
obtaining before the crisis and the Federal Reserve Bank 
of New York has reduced its rediscount rate from 3} to 
3 per cent., compared with 2} per cent. before the crisis. 


French Banking 
By a Correspondent 


N January, and especially in February, the French 
money market was very firm. The market rate of 
discount rose from 1} to 2; per cent., while the rate 

of loans on Bons de la Défense Nationale advanced from 
14 to 3} per cent. This rise was not due to any real 
scarcity of capital. Its main cause was a revival of 
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hoarding; resources, instead of being employed in the 
market, were kept in a sterile form. In March the 
situation improved, as part of the hoarded funds returned 
to the market, causing a decline of interest rates, as is 
shown by the following figures : 





End of End of End of 
January, February, March, 
1933. 1933- 1933. 
O/ a= A oO : 
Market rate of discount ... 13 2 i 24 
Sight loans ... 13 2 1} 
Loans on Bons de la ‘Défense 
Nationale : 
One month... i ia 1? 38 2 
Three months _... ena 2 33 24 
Loans on securities : 
Quoted at the Parquet ... A ‘ i 
At the Coulisse ... si 44 4} a 


The market rate of discount declined from 2; to 2} 
per cent., while the rate of loans on Bons de la Défense 
Nationale dropped from 3} to 2 per cent. for one month 
and from 3} to 24 per cent. for three months. 

At the end of February the Government was authorized 
to issue a long-term loan of 10 milliard francs, to relieve 
the Treasury whose position was becoming tight owing 
to the budgetary deficit. This operation has become 
necessary through the rapid increase of the floating debt. 
Between April 1932 and February 1933, the amount of 
Treasury bills issued was 15 milliards of francs. These 
Treasury bills have been placed exclusively with the 
commercial banks. The latter were unable to take up 
more Treasury bills, for their cash had declined to near 
its minimum level of safety. 

Faced with this situation, the Treasury had no choice 
but to appeal to the public, which, owing to the hoarding 
of notes, had a large amount of liquid funds. In the 
opinion of the Finance Minister, M. Georges Bonnet, the 
proceeds of the loan were to cover the repayment of part 
of the Treasury bills, and at the same time to render the 
situation of the Treasury easier. 

At the time when the operation was decided upon 
the situation was not very favourable for the issue of a 
loan. The budget was not yet passed, and the long-drawn- 
out Parliamentary discussions, and the difficulties of 
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balancing the budget, had caused distrust among the 
public, bringing about a fall in the price of Government 
rentes. The Finance Minister would probably have 
delayed the issue but for the position of the Treasury, 
which necessitated immediate action. 

To avoid risk, the Government wisely decided to issue 
the loan in several instalments. It was agreed that the 
first instalment should be 3 milliard francs. The Treasury 
offered 43 per cent. bonds redeemable within 60 years at 
a premium of 50 percent. The issue price was 983, giving 
a yield slightly over 5 per cent. The issue was un- 
expectedly successful. On the third day of the issue the 
amount exceeded 3 milliards. In face of the keen demand 
the Government prolonged the period of subscriptions, 
and succeeded in raising 5,120 millions instead of 3 
milliards. 

In financial circles the attitude of the Finance Minister 
was subject to much criticism. It was said that, as the 
original amount was fixed at 3 milliards, the lists ought 
to have been closed when that figure was attained. The 
prolongation of the period of subscriptions resulted in a 
fall in the price of rentes. The Finance Minister, however, 
did not want to miss the opportunity of increasing the 
resources of the Treasury. The second ¢tvanche of the 
loan could not be issued until June, and the 3 milliards 
would not have been sufficient to meet the requirements 
of the Treasury until then. The Finance Minister would 
thus have been obliged to raise more money through the 
banks. He was therefore well advised to choose the 
alternative of prolonging the period of the issue. 

The loan was subscribed by the public, largely with 
the aid of hoarded notes. These notes found their way 
to the banks which issued the loan; as they did not have 
to surrender the funds to the Treasury immediately they 
employed them in the short-loan market. Hence the 
easier trend in March. The question is whether the 
improvement will last, and the answer is that it will 
last so long as the notes enticed from their hiding places 
will remain in circulation. All depends on the Treasury’s 
requirements and on the use made with the funds by the 
Government’s creditors. The proceeds of the loan will 
serve for the settlement of the Treasury’s liabilities. If 
the creditors leave the funds with the banks the improve- 
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ment will continue, but if the funds are hoarded the 
improvement will prove to be short-lived. In fact, the 
Treasury payments will tend to reduce the resources of 
the money market. 

In France the practice of holding money in the form 
of bank deposits is not as popular as in Great Britain, 
and the recent schemes of prosecuting fiscal evasion have 
not contributed towards making it more popular. The 
chief means of payment is the bank-note and not the 
cheque. It is therefore by no means impossible that 
money conditions will become tighter in the course of the 
next few weeks. 

The tension in the money market in February and at 
the beginning of March is indicated in the returns of the 
Bank of France. Discounts show a fairly marked increase. 


Rediscounts of the Banque de France. 
(In millions of francs.) 


1933—February 3 .. 2,824 1933—March 3 — Se 
“a 5 a8) ... 2,804 ~ 20 ++ 3,920 

- 17... + 3,000 on & ase 4,082 

” 24 ~~ 28 o & ... 4,488 

. = «+. 9003 


An increase was recorded for each week in March, 
until the end of the month, when there was a sharp decline. 
This was due to the collection of end-of-month bills, but 
the easier money conditions had also much to do with it. 
There is no reason to anticipate any marked decline in 
rediscounts. It ought to be borne in mind that the market 
rates remain in the vicinity of the bank rate, and that a 
decline in rediscounts would result in a rise of market 
rates which would induce borrowers to avail themselves 
of rediscount facilities with the central bank. 

The following table shows the changes in the bank 
return. 

At the end of March the bank return did not indicate 
any material change against the previous month. Sight 
liabilities amounted to 105,181 millions, against 104,943 
millions for the previous month, or an increase of 238 
millions, mainly due to the increase of advances on 
securities from 2,581 millions to 2,714 millions. The most 
important change was the further decline in the gold 
reserve. At the end of March its amount was 80,409 
millions, against 81,017 millions in February. 
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End of Endof § Endof 








Jan., Feb., March, 
1933- 1933: 1933- 
ASSETS. (Millions of francs) 
Gold reserve ne. sis 82,167 81,017 80,409 
Foreign exchange reserve e (total) oes 4,172 4,140 4,126 
Available at ‘sight ve aS has 2,940 2,602 2,400 
Available on term ... a3 ans 1,232 1,538 1,720 
Discounts (total) ee is ‘ei 3,404 3,505 3,603 
Bills on France ae _ Ss 3,142 3,304 3,352 
Bills on foreign centres sh en 262 261 251 
Advances on bullion _... sa sate 1,493 1,379 1,298 
Advances on securities . oe 2,537 2,581 2,714 
Bills of the Caisse Autonome .. ; iv 6,680 6,647 6,621 
LIABILITIES. 
Note circulation .. . 83,314 83,986 86,096 
Current accounts and deposits (total) .. 22,743 20,957 109,085 
Of which— 

Treasury re _ sae es 186 154 107 
Caisse Autonome oe ae ae 2,082 2,071 2,128 
Private accounts oe a ae 20,186 18,457 16,622 
Sundry .. ‘ one oon 289 274 228 
Total of sight liabilities site ... 106,057 104,943 105,181 
Percentage of gold cover st os F7°47%y 77°20% 76°45% 


The gold reserve attained its high record on December 2, 
1932, at 83,359 millions. Ever since it has declined almost 
without interruption, and in less than four months it 
has fallen by nearly 3 milliard francs. This decline is due 
mainly—almost exclusively, in fact—to the Bank of 
England’s gold purchases. The amount of purchases was 
even higher than 3 milliards, for during this period the 
Bank of France received gold from the United States, 
Switzerland and Holland. But for the British gold 
purchases the high record of December would have been 
surpassed. Without knowledge of the amount of gold 
imported from the United States, Switzerland and 
Holland, it is impossible to calculate the amount of the 
British gold purchases. All that is known is that they 
were very high.* 

It is highly probable that the gold purchases for the 
Bank of England or the Exchange Equalization Account, 





* Our correspondent does not seem to allow for the heavy internal 
withdrawals of gold from the Bank of France for hoarding purposes, which 
probably accounts for a great part of the decline of the gold reserve, nor 
for the shipments to New York early this year, which were quite 
considerable. 


L 
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will continue during the next few weeks. It seems that 
they are made in accordance with a plan arrived at in 
agreement with the French authorities. In French 
banking circles the British gold purchases are, in fact, 
well viewed. This is not merely because they indicate an 
intention to return to the gold standard, for in well- 
informed circles in Paris such intention has always been 
taken for granted, and proposals of a managed currency 
were never taken too seriously. Owing to its international 
importance, the British currency has to be based on gold. 
French banking circles are pleased with the British gold 
purchases for three reasons. In the first place, these 
purchases secure a better distribution of gold in Europe. 
Contrary to what has often been stated, the Bank of 
France never desired the influx which occurred in 1930 
and 1931. It was always aware that the influx is of 
essentially temporary character and that it would cause 
inflation, which would do more harm than good. In the 
second place, the purchases strengthen the gold basis of 
sterling, which will facilitate the stabilization of sterling, 
which is in accordance with French wishes, owing to the 
commercial and financial relations between the two 
countries. In the third place, French bankers prefer the 
Bank of England to acquire gold instead of increasing 
its franc balances. These balances will have to be con- 
verted sooner or later into gold, and a sudden conversion 
would produce an adverse psychological effect and would 
provoke violent movements in the market. French 
banking circles prefer, therefore, that gold purchases 
should take place simultaneously with the purchases of 
francs by the Bank of England. 

In fact, it seems that the French monetary authorities 
would prefer if the whole of the Bank of England’s franc 
balances were to be converted into gold, so as to clear 
up the situation. For, in addition to the inconvenience 
of representing a claim on the French gold reserve, these 
balances tend to create artificially easy money conditions 
as they are invested on short term. At present they do 
not affect the market, but from time to time they have 
a strong influence. These problems have certainly been 
discussed between the two central banks. It may be 
taken for granted that the policy pursued by the Bank of 
England is in accordance with the wishes of the Bank 
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of France. There has always been a close co-operation 
between the two banks of issue, and one of the greatest 
boons since the war has been the strengthening of the 
links between them. In the interest of both banks as 
well as of Europe and the whole world, it is to be hoped 
that this co-operation will continue. 


German Banking 


(By a Correspondent) 


N March 16, Dr. Schacht was elected President of 
() the Reichsbank. His predecessor, Dr. Luther, 

has retired, although in the course of various 
conversations with members of the Government it has 
been ascertained that there was no material difference 
of opinion between them. It is, therefore, to be assumed 
that the financial and economic principles, announced by 
Dr. Schacht in a broadcast address on March 18 and in 
his presidential address to the annual meeting of the 
shareholders of the Reichsbank on April 7, do not differ 
from the policy hitherto followed by the Reichsbank. 
Like Dr. Luther, Dr. Schacht has declared himself for 
the maintenance of the stability of the reichsmark. 
Thus, there will be no currency experiments, nor can 
the much-discussed gigantic unemployment relief schemes 
be financed. The Reichsbank can only grant facilities 
for financing productive work. Although a reduction of 
interest rates is desirable, a mere reduction of the bank 
rate would be in itself of no value; it is through the 
careful management of the money market that a gradual 
decline of money rates will have to be brought about. 
Holders of loans must not be made to suffer through 
compulsory measures of reduction. All these statements 
were welcomed by the German Bourses, and were 
followed by a rise in the bond market, for it has become 
evident that the aim of the Reichsbank’s policy is to 
raise the bond prices so as to prepare the way for 
voluntary conversions. 

The only new move made by Dr. Schacht during the 
first month of his régime was the repayment of the 
credit obtained by the Reichsbank from a group of 
L2 
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foreign central banks. This credit was granted in June, 
1931, to an amount of $100 millions, with the object 
of preventing the reserve ratio from declining below 
40 per cent. Since then, $30 millions of the credits have 
been repaid, so that in April the outstanding amount was 
$70 millions. The reserve ratio declined, notwithstanding 
the credit, to 20 to 25 per cent., and the credit has become 
entirely useless, as it could only be used for camouflaging 
the situation of the Reichsbank. Dr. Schacht declared 
that he decided to repay the credit because he did not 
consider it worth while to pay the substantial interest on 
the credit. Another advantage of the repayment is that 
in future the Reichsbank’s returns will show the serious- 
ness of the reserve situation in its true aspects. 

The difficulties as to the foreign exchange reserve will 
be amongst the first problems which the new President 
of the Reichsbank will have to tackle. During the last 
two years the reichsmark has remained stable, thanks 
to the Standstill Agreements, and it was possible to pay 
the interest on external loans out of the export surplus. 
The amount involved is about Rm. 80 millions per 
month, while the favourable trade balance was on the 
average Rm. 89 millions per month. In January and 
February, however, the surplus was only altogether 
48 millions. Within a few months the deterioration of 
the trade balance must result in a decline of the gold 
reserve. This raises the problem of the transfer of 
interest on foreign loans and Standstill credits. The 
introduction of a new transfer moratorium seems 
therefore probable. 

Apart from the changes in the gold reserve, the 
tendency of the Reichsbank’s figures during the last few 


months was favourable :— 
March 31, Dec. 31, March 31, 





1932. 1932. 1933. 

(Mill. Reichsmarks) 
Gold and foreign exchange reserve 1,020 920 836 
Less foreign credits... pan sas 390 374 353 
Rediscounts ... a cas ws 3,258 2,805 2,763 
Note circulation ig : 4,231 3,560 3,520 


The liquidation of outstanding trade commitments 
has made good progress during the last twelve months. 
Loans granted by banks and savings banks have declined, 
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and they in turn were able to reduce their indebtedness 
to the Reichsbank. The decline of hoarding and the 
return of confidence have improved, in the first place, 
the position of the savings banks. By October, 1932, 
their total deposits increased by over one milliard to 
Rm. 9,730 millions; while in March, 1933, the figure 
attained Rm. 10,365. The state of the commercial 
banks has been less favourable. The decline of their 
deposits, which went on throughout 1932, became accen- 
tuated at the beginning of 1933. This is partly explained 
by the increasing employment of liquid resources for 
financing an increase in production, but this explanation 
is inadequate, as the revival of production has been very 
small. The main causes of the decline are, besides the 
repayment of foreign credits, the low deposit rates. 
The leading banks allow only I per cent. on sight deposits 
and up to 3 per cent. on time deposits. As a result, 
there is a flow of funds from bank deposits to the bond 
market, for first-class Treasury bills, loans and industrial 
shares still yield between 6 and 8 per cent. The following 
table shows the decline of the deposits of the leading 
banks :— 

June 30, Nov. 30, Nov. 30, Feb. 28, 

1930. 1931. 1932. 1933- 





(Mill. Reichsmarks) 


DD-Bank ioe jus —- “907 2,947 2,861 2,782 
Dresdner Bank on ... 4,500 2,769 2,485 2,454 
Commerz Bank _ -« 2,900 1,237 1,202 1,178 
Total of big Berlin banks ... 12,297 7,590 7,307 7,159 


The balance sheets of the above banks have not yet 
been published; this is the reason why the figures for 
February can only be compared with those of November. 
The withdrawal of deposits is one of the causes of the 
delay in the publication of the balance sheets, as it has 
affected the profits of the banks. In any case, the 
negotiations between the banks and the reconstruction 
organizations created by the Reichsbank in December 
have not yet been concluded. The banks are entitled to 
transfer part of their doubtful assets to these organiza- 
tions, and to redeem their debts within twenty years. 
This arrangement will make it possible to avoid the 
publication of losses in the balance sheet for 1932, as 
these losses will be spread over a period of many years. 
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While the profits of commercial banks have declined, 
those of the Reichsbank have increased considerably. 
In 1931 the average bank rate was 6-9 per cent., and 
even in 1932 it was 5-2 per cent. Owing to support 
granted, the amount of the discounts of the Reichsbank 
was very high during both years, so that it is in a position 
to show huge profits. The net profit, without allowing 
for writing down, was Rm. 107 millions in 1931 and 
Rm. 98 millions for 1932. The greater part of the profits 
was transferred to a special reserve, to cover losses 
arising from defaulted bills. With the amount transferred 
for 1932, the amount of the open reserves of the Reichs- 
bank rose to Rm. 473 millions, against a share capital 
of Rm. 150 millions. The shareholders received during 
the last few years a dividend of 12 per cent., equivalent 
to Rm. 18 millions, and the participation of the 
Government in the profits was the same. 

As is well known, the Reichsbank took over in 
February new shares of the Gold Discount Bank, 
amounting to Rm. 200 millions. For the same amount, 
the Gold Discount Bank has acquired shares in com- 
mercial banks, so as to provide them with liquid resources. 
The following figures show the Reichsbank’s participation 
in the share capital of the leading banks, in addition to 
the Government’s participation in the Dresdner Bank 
and Commerzbank :— 

Of which 


held by the Present price 
Capital. Reichsbank. per cent. 








(Mill. Reichsmarks) 


DD-Bank _... end . 144 45 70 
Dresdner Bank wr ~ 20 48 61} 
Commerz Bank - ar 80 45 534 
Allgemeine Deutsche Credit- 

Anstalt, Leipzig ... ie 20 14 52 


As the Reichsbank acquired the bank shares at 
II5 per cent., it suffered a substantial loss last year 
through the depreciation of the shares. This has been 
provided for in the balance sheet for 1932, as the value 
of the shares has been written down by Rm. 743 millions. 
These losses were covered out of a hidden reserve of a 
corresponding amount. 

The Gold Discount Bank has, in addition to the 
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Rm. 200 millions invested in bank shares, an old capital 
of the same amount, of which Rm. 195 are held by the 
Reichsbank. This capital is used for transacting business 
which the Reichsbank itself as a central bank cannot 
carry out. Such business includes the granting of long- 
term loans. The main task of the Gold Discount Bank 
is to finance German exports, especially to Russia, for 
which end export bills up to two years are discounted. 
This activity was successful in 1932, and produced a net 
profit of Rm. 11} millions, out of which a dividend of 
4 per cent. is paid. 


Canadian Banking and the 
American Crisis 


By E. B. Roberts 


S the nearest of British neighbours of the United 
A States, Canada is keenly interested in present 
American banking events, the late crisis, its causes 
and effects. The concern is not entirely Imperial, nor 
wholly neighbourly. There are distinct national and 
financial reasons for the close Canadian attention. 
Outside observers are possibly better aware than those 
here that the Dominion is somewhat uncertainly balanced 
between the sterling group and the gold standard group; 
perhaps, with British Honduras and Newfoundland, she 
is the chief British country which is tied to the dollar 
exchange sub-group. Technically, Canada has not been 
for months on the gold standard, as gold exports are 
prohibited and all gold transactions are restricted to 
Government agencies; yet legally it is not off the gold 
standard. The rapid increase in gold mining in the 
Dominion in the past decade, bringing the country second 
only to South Africa among producing lands, has been a 
pillar of strength in the recent troubles, though South 
Africa does not give proof that gold production implies the 
maintenance of the gold standard. Still, national credit 
has been upheld by an output that last year amounted 
to over three million fine ounces, valued at $63 million, 
all taken by the Treasury and duly “‘ managed.” 
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Outwardly the position in Canada was accurately 
described by the Minister of Finance at Ottawa. Replying, 
on March 27, to a question in the House as to recent 
applications for gold to the Finance Department, Hon. Mr. 
Rhodes said: “‘ | am happy to answer that I came across 
no evidence of any kind indicating the slightest change 
of attitude on the part of any individual or company 
arising out of, or coincident with, the situation which 
developed in the United States. I do not recall a single 
request for the redemption of notes in gold during that 
period.” 

Yet the intensity of popular interest, the universal 
comment, the ‘‘ man in the street’s’”’ view of the crisis 
amply justify one hazarding the belief that it may yet 
prove the most profound influence to affect banking since 
the first Canadian Bank Act of 1870. 

Apart from the American crisis, there has been for 
fully two years an agitation about “the banks” that 
cannot be minimized in Canada. Some is doubtless the 
frothy foam of the great band of petty politicians that 
must flourish where four thousand money-spending bodies, 
from Provincial Parliaments down to local relief boards, 
contribute to their multiplication. But the growing list 
of bank failures in the American record, some 8,000 since 
1921, naturally has caused questioning and heart-searching 
where so large a part of the people take their social ideas 
from American sources. Then the agitation seems to 
have been part of the search for relief from the economic 
depression that in 1932 reached Canada with a force all 
the more bitter because belated. 

To understand the possible after-effects of the American 
crisis on Canadian banking the local conditions must be 
briefly made clear. 

In 1927 and 1928 the bank managements led in urging 
business men to take advantage of monetary conditions 
to expand, especially in the export field. Then, seeing 
that their advice was being followed far too well, they 
started, long before the “‘ slump ’’ of 1929 came into view, 
a policy of restriction of credit that could not be under- 
stood while business was still booming. The policy of 
caution, indubitably right then and now, has continued, 
but the misunderstanding has also grown. It was not 
dispelled by the announcement at each of the last annual 
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meetings of the banks that the “‘ liquid position ”’ had been 
improved. (It now runs about 60 per cent.) On the 
contrary, the borrower whose speculative hopes had been 
dashed three years ago by the bank manager’s prudence, 
is now agitating about the amount of idle funds at the 
banks. Credit stringency, disastrously low farm prices, 
allegedly onerous mortgage rates for Prairie Province 
farms, and the natural tendency to doubt that accom- 
panies business depression, have added to an inherent 
fear of any monopoly or “ trust’ that seems native to 
the North American continent. The last manifestation 
is the result of the steady reduction in the number of 
Canadian banks from 35 forty years ago to ten—virtually, 
for national purposes, seven—to-day, with the con- 
centration of control in a few hands. 

To these causes in varying degree may be attributed 
the prominence of popular discussions of the pros and 
cons of a central bank. It is still a fruitful subject of 
debate in the Dominion and Provincial Houses, though 
by the British North America Act banking is uniquely 
a Dominion, not a provincial, affair. After unemploy- 
ment and the plight of the two railway systems, banking 
has been the most discussed subject for a year. 

There are other causes. First there is the decennial 
revision of the Bank Act, mentioned in THE BANKER 
last December. It has been deferred until July, 1934. 
Then there is the jealousy, if one may use the term, with 
which politicians here “ keep an eye on” banks. Due 
to the fear mentioned above, banking has always been 
closely scrutinized by legislators. The passing of the 
Finance Act of eighteen years ago brought the inter- 
relationships of Government and banking much closer. 
In fact, it is hard to say even now where the Finance Act, 
administered by the Department, ends and where the 
strict practice of banking under the Bank Act begins. 
Thus, there is an intimacy of relation, a tendency to 
overlap in Government and private enterprise found 
nowhere else in the British Empire. Whether this is 
right or wrong theoretically need not be discussed. So 
far it has in practice worked out satisfactorily. 

But the idea of a national bank to take over the 
activities of the Department of Finance has assumed new 
importance by the ugly fact that the external debt of 
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the Dominion, mostly due to American flotations in the 
past twelve years, is so heavy. Not that the founding 
of a central bank is expected to remedy the excessive 
borrowings of the past, but the underlying hope is that 
such an institution may in future help to make the 
country financially independent of New York—from the 
Imperial point of view a “ consummation devoutly to be 
wished.”” An appreciation of the immediacy of the 
financial need will help to explain why a banking subject 
of some technical complexity has all at once become daily 
politics. During 1933 Canadian bonds fall due to the 
extent of $684 million, of which $361 million is interest, 
and $323 million maturing principal. Of the total, $266 
million is due in New York funds—of which $157 million 
is for interest—as against a total of $39 million in sterling. 
(The remainder, $379 million, is payable in Canadian 
currency.) With the Canadian dollar at a discount ranging 
from 15 to 20 per cent. in New York it can readily be 
seen that an invisible impost of exchange amounting for 
ten million people to about three-quarters of the exchange 
“excess ’’ on the last British debt instalment to the 
United States has brought home to taxpayers a keen 
sense of the recklessness of past borrowings. 

As to the need for such a bank, Canadian bank leaders 
are almost unanimously against it. Perhaps the real 
reason was given by Mr. E. A. Phipps, general manager 
of the Imperial Bank of Canada and an ex-president of 
the Canadian Bankers’ Association: “A central bank 
could not increase banking resources or currency by a 
dollar over what is now possible through the elasticity of 
the Finance Act. The expense would have to be borne 
by the present banks and a central bank, once there, is 
there for all time with its perpetual expense.”’ 

“The cost of setting up a central bank,” said Mr. 
Jackson Dodds, joint general manager of the Bank of 
Montreal, speaking to the Winnipeg Board of Trade on 
March 31, ‘‘ would be considerable and much of it would 
have to be furnished by present banks, which would have 
to supply the capital and deposits free of interest.”’ 

There is another intimacy between banks and the 
Government that takes on more official form than any- 
where except in Central Europe. The Finance Act gives 
the Treasury considerable control over banking both in 
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principle and practice. Through it the Government 
borrows from the banks and conversely through it the 
banks borrow from the Government. The $35 million 
addition to currency last November is an instance; the 
depositing of Government and certain other approved 
securities with the Department for Dominion notes is 
another. This inter-play, not necessarily complex, is 
hard for the average person to comprehend. 

The banks repay the Government for certain privileged 
services by cashing Government cheques, remittances and 
funds at par at Ottawa from any part of the Dominion. 
Government coupons are also negotiated without charge. 
A Canadian writer not long ago pointed out in a journal 
of political economy a tendency to weakness in the 
monetary machine. He showed that the gold reserve, 
under the Dominion Notes Act, had been lowered by the 
inclusion of certain railway securities and by uncovered 
notes for particular Government uses, and, under the 
Finance Act, how the Finance Department was em- 
powered to make advances to banks on certain approved 
securities, promissory notes and bills. The main objection 
is that the Department which has the administration of 
the Act is a civil service department, staffed, with the 
exception of the inspector general of banks, by men not 
necessarily trained in financial work, certainly not in 
banking, and that the Treasury Board, which has the 
final say-so, is, in the last examination, a body of Cabinet 
ministers from the Government of the day. While the 
operation has so far met all banking requirements there 
has grown up an idea that much of this work could be 
more effectively done by a central bank independent of 
Government influence, and in brief, that banking should 
be divorced from even the semblance of political control. 

Canadian banks frequently participate in underwriting 
syndicates for offerings of public utility and industrial 
securities. In this they are criticized by the investment 
trusts, and by the managers of security companies who 
claim that it is not the function of a bank to take part 
in long-term loans. The prominence given to President 
Roosevelt’s enforced divorcement of “‘ security affiliates ”’ 
from American banks has given rise to some question in 
Canada. It must be emphasized that the American 
practice finds no copy here. 
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These, therefore, are some of the subjects of heart- 
searching. The incidence of the American crisis merely 
hastened matters. The Minister of Finance has announced 
the appointment of a Royal Commission to inquire into 
all phases of Canadian banking. So far as can be seen, it 
will have wide scope and resemble the MacMillan Com- 
mission, a step that has been advocated in Canada for 
many months. Hon. Mr. Rhodes has said that he will 
look for the personnel wherever competent authority may 
be found. This may or may not include the United 
States; the fundamental differences in the banking 
systems there and in Canada, plus the recent shaking of 
confidence in American banking efficiency, seem to point 
elsewhere. The Commission will sit at a date dependent 
on the London Economic Conference, but it is expected 
that its report will be available before the deferred revision 
of the Act comes up in July, 1934. 

One need scarcely review the daily effect of the 
American crisis in Canada. One feature, however, should 
not be omitted. When the actual banking “ holidays ”’ 
were being enforced, there was openly-expressed hope 
that it might lead to direct cable relations between 
Montreal and London rather than through New York and 
the eventual supersession of that market’s dominance in 
Canadian finance. The Prime Minister was himself 
reported so elated with the possibility of the heavy 
discount on the vast amount of Canadian money payable 
in New York being wiped out that he declared “ the 
depression is over.’ When, however, trading was 
resumed on the New York money market it took three 
days for the discount on the Canadian dollar to be restored 
to its old level of about 18 per cent. and within a week it 
had run to 20 per cent.* These things, though perhaps 
touching the very fringe of political activity, cannot be 
alienated from a consideration of banking proper in the 
Dominion to-day. 

It will be seen, therefore, that while the American 
bank crisis did not in the strictest sense affect banking, 
perhaps not even financial conditions in a limited meaning, 
in Canada, it hastened very palpably the setting in motion 
of activities that, rightly or wrongly according to the 

* This article was despatched before the suspension of the gold standard 
in the United States, which initially reduced the discount on the Canadian 
dollar to 12 per cent. 
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viewpoint of the individual, may be regarded as remedial. 
What will be the outcome of the proposed Royal Com- 
mission cannot, of course, yet be told. 


International Banking Review 


ITALY 


HE annual report of the Banca d'Italia lays stress 
| upon the liquidation of the foreign exchange 
reserve of the bank during the last few months. 
Having suffered a substantial loss on its sterling holding, 
the bank deemed it advisable to convert into gold a 
great part of its foreign balances, both sterling and dollar. 
As a result, the gold reserve ratio has increased to 
49 per cent. To all intents and purposes, Italy has 
abandoned the gold exchange standard. 

In the annual report of the Banca Commerciale 
Italiana stress is laid on the decline of deposits during 
the past year. This decline, which has come to an end, 
during the last few months, was attributable to the 
higher rates paid on Post Office Savings Certificates, 
which have diverted some funds from the banks. The 
report gives an account of the progress in the financial 
reconstruction of industries, with the aid of the holding 
companies established for that purpose. 


AUSTRIA 


The annual report of the Austrian National Bank 
states that the exchange clearing arrangement with 
Hungary worked satisfactorily during the past year. In 
the case of clearing arrangements with Switzerland, Italy, 
Yugoslavia, France and Roumania, however, substantial 
arrears of payments accumulated at the foreign clearing 
offices; the obligation to pay for the goods received by 
clearing proved to be an obstacle to Austrian exports. 
Through the working of the exchange control, the 
Austrian National Bank acquired foreign currencies 
amounting to 249 million schillings. On the other 
hand, it had to supply for financial and commercial 
requirements 319 millions, the balance showing a net 
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loss of 70 millions. The bank’s net holding of foreign 
exchange amounted to 203 millions at the end of last 
ear. 
7“ The Austrian Government has expressed its desire to 
reopen negotiations over the Creditanstalt agreement 
concluded last autumn. While it is prepared to carry out 
the provisions about the transfer of foreign securities to 
the holding company established for that purpose, it 
declares itself unable to carry out the provisions about 
the payment of annuities, on the ground that since the 
conclusion of the agreement the budgetary situation has 
deteriorated considerably. Nor are Austrian interests 
prepared to agree to giving Mr. Van Hengel full powers 
in the realization of the assets of the bank. As negotia- 
tions have been dragging on for nearly two years, this 
latest change in the attitude of the Government has 
caused considerable disappointment among the foreign 
creditors. It is widely recognized, however, that by 
drawing out the negotiations month after month, and by 
insisting on Mr. Van Hengel’s appointment in spite of 
his unpopularity in Vienna, the creditors’ committee is 
to a great extent responsible for the unfavourable change. 


HUNGARY 


The annual report of the Hungarian General Credit 
Bank presents a rather cheerless view of the situation 
and outlook. It states that the year 1932 did not in any 
way further the solution of the grave problems with 
which Hungary is faced. The national income has 
declined to about half of what it was before the crisis, 
and of this 40 per cent. is absorbed by taxation. Owing 
to the uncertainty of the outlook the bank has decided 
to pass its dividend and to use its resources for the 
strengthening of its inner reserves. There was a slight 
increase in the amount of deposits, which was only in 
small part due to the increase in deposits of undertakings 
controlled by the bank. In the foreign exchange depart- 
ment business was limited, owing to the restrictions in 
force. 

CHINA 


A change of importance in the currency and banking 
history of China has been made during the past month. 
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The tael has been abolished as a unit of account, a new 
standard silver dollar has been introduced for quotation 
instead of the tael. Banking interests were opposed to 
the change, but the Government was determined to 
carry it through. 





Banking Reviews 
English Reviews. 
N the placid days of the pre-war era it was possible for 

I the banking profession to adopt an attitude of sublime 

indifference towards all abstract questions of economics 
and ethics. To-day it is necessary for the bank manager, 
if he would avoid the stigma of unintelligence, to be able 
to express a reasoned view on all such questions as ‘‘ The 
Nationalization of the Banks.”” We therefore welcome 
the article entitled ‘“‘ The Ethics of Capitalism ”’ from the 
pen of The Rt. Honble. H. A. L. Fisher, which appears 
in the April issue of LLoyps BANK review. The writer 
points out that Capitalism and Socialism are not based 
on opposing ethical systems, but that the arguments for 
one organization or the other are utilitarian and not 
ethical. ‘‘ At bottom all parties are agreed that that 
system is to be preferred which works for the greatest 
happiness of the greatest number.’’ The article presents 
a lucid case in favour of the capitalist system and the 
fact that the arguments are somewhat condensed will be 
appreciated by the reader who wishes to study the broad 
outlines of the subject. But we cannot help feeling that 
the title of the article is scarcely suitable: it is not the 
ethics of capitalism, socialism or communism which are 
compared, but the material advantages accruing from 
each system. 

The same review contains a short article on the Board 
of Trade estimate of the British Balance of Payments for 
1932. The writer points out that the item of net Govern- 
ment payments during 1932 includes the war debt pay- 
ment of £29 millions made last December to the United 
States. This he considers should be excluded from a 
calculation of the current balance of payments of the 
year, as it consists partly of interest and partly of 
amortization, and the adverse balance of payments for 
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1932 would then be reduced from {£59 millions to £30 
millions. The WESTMINSTER BANK review for March, 
however, dealing with the same subject, while agreeing 
that the £29 millions should be treated as a capital pay- 
ment, considers that the adverse balance of £59 millions 
should be increased by £18 millions, the amount of the 
net influx of gold for the year. The writer points out that 
although these figures need cause us no anxiety, yet 
Britain cannot afford to return to the gold standard until 
some further improvement has been seen in our balance 
of payments. The present position is ably summarized 
by the writer in LLoypDs BANK review when he states that 
“ There is little doubt that the change in our fiscal policy 
has played an important part in reducing our adverse 
balance to more reasonable limits, and to that extent it 
stands justified. There is, however, no doubt at all that 
a general lowering of tariffs and relaxation of trade 
restrictions is urgently needed to revive our export trade, 
and that in such a relaxation we must be prepared to play 
our part.”’ 

BARCLAYS BANK review for April deals at length with 
“The American Banking Crisis.’ Unlike the article in 
the GUARANTY SURVEY, to which reference will be made 
later, stress is laid upon the defects in the United States 
banking system: notably the large number of small 
independent banking institutions scattered throughout 
the country, which, owing to their size, cannot obtain 
the highest standard of management or achieve a proper 
spreading of risks in accordance with sound banking 
principals. The writer realizes, however, that “ basically 
the temporary paralysis of the system is only another 
phase of the World crisis.’ He does not believe that it 
would help America if she devaluated her currency as it 
would probably lead to the adoption of further protective 
measures in other countries. It would certainly not 
‘“‘ remove the necessity for that adjustment of her economic 
policy which her altered position as a creditor nation 
requires.” 

An article bearing on the same subject appears in the 
March-April issue of the MIDLAND BANK review under the 
title, ‘‘ Changes in the United States Monetary System.” 
The writer considers that a reduction in the gold content 
of the dollar is not:contemplated as an early item of 
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domestic policy. He bases this assumption upon the fact 
that there has been no difficulty in preserving agreement 
between the exchange value of the dollar and its gold 
parity, and also upon the fact that “‘ about the middle 
of March the United States Government made an offer of 
short-term Treasury Certificates for public subscription, 
expressed in gold dollars of the present standard.” 


Foreign Reviews. 

The GUARANTY SURVEY contains a comprehensive 
account of the banking crisis in the United States. The 
writer emphasizes the rapid change from panic to renewed 
hope; a change which probably has no parallel in financial 
history. Despite the fact that the crisis was due in part 
to actual weakness in the financial system there is no 
doubt that it was due in a great part to loss of confidence 
by the mass of the population. In the words of the writer, 
“In the first place, the situation brought home to every 
thinking citizen the essential fact that the modern financial 
system is a credit system and that it cannot function unless 
individuals consent to observe the rules under which it 
must operate. No banking system, however sound, can 
withstand the impact of a concerted demand for cash by 
all the depositors at once. When depositors fail to 
recognize this fact, financial paralysis is the only possible 
result.” 

The writer then goes on to draw attention to the need 
for economy in Government finance. Congress has per- 
sistently refused to increase taxation or reduce expenditure 
in order to balance the Budget. But the new Government 
under President Roosevelt has shown the nation that it 
means business along these lines. According to the 
writer the position of the Government’s short term debt 
also needs serious attention. The recent Budget deficits 
have been financed by issuing short term Treasury 
Certificates. It is estimated that the Banks hold about 
4I per cent. of all the Government interest-bearing 
obligations. From one point of view this has enabled the 
banks to employ their surplus funds; but from another 
point of view it is doubtful whether so much of their 
assets should be locked up in one type of security. 

The Roya BANnk OF CANADA in its “‘ Monthly Letter ” 
devotes considerable space to discussing the ability of 
M* 
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Canada to maintain the service of her foreign debt. Doubt 
has been raised on the subject in the United States and 
also in Great Britain and the exposition of the facts should 
do much to dissipate that doubt not only in this country, 
but also in the United States. The writer of the Letter 
points out that although such large quantities of bonds 
have been placed in New York and have been made 
payable in New York, nevertheless Canada has re- 
purchased quantities of these bonds and it is now estimated 
that “‘ one half of the total Canadian bond issues payable 
in New York funds is actually held in Canada.” Con- 
tinuing the writer adds: “‘ On balance over the past ten 
years Canada has not been a borrower, but, on the 
contrary, has exported capital to an amount of 779 million 
dollars.’”” Some interesting tables of figures are included 
substantiating these statements and they should do much 
to allay any doubts concerning Canada’s ability to main- 
tain the service of her foreign debt. 

The Monthly Review of the BANK oF LONDON AND 
SouTH AMERICA for March. contains an interesting table 
published by the Argentine Exchange Control Committee. 
This table sets forth the manner and proportion in which 
exchange was disposed of during the year 1932. Com- 
menting on the control of exchange dealings the writer 
says: ‘‘ As far as can be seen the question of exchange 
control in Argentine is being carried out in a manner at 
once thorough-going and efficient. There is, however, a 
general consensus of opinion that if exchange control 
were abandoned the general effects upon Argentine com- 
merce, as well as upon the individual capitalist having 
funds in this country, would be far more serious than are 
the present inconveniences and even hardships inseparable 
to some extent from the actual system.”’ 


Books 


Gop’s GOLD: THE SToRY OF JOHN D. ROCKEFELLER 
AND HIS TimEs. By Joun T. FLYNN. (520 pp. 

70 Illustrations. Harraps. 18s. net.) 
310GRAPHIES of men of business are almost invariably 
tedious. Some authors delight in the lapidary style 
perfected by Mr. Samuel Smiles. Others have revolted 
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against the complacency and orthodoxy of the Smiles 
school. They attempt to imitate the technique of 
Mr. Lytton Strachey, and the race of “ de-bunking ”’ 
trans-Atlantic writers who have tried to follow in his 
footsteps. It is therefore refreshing to find a writer 
unconnected with either of these schools of biographers 
in the person of Mr. John T. Flynn, whose book, ‘“‘ God’s 
Gold: The story of John D. Rockefeller and his Times,”’ 
has recently been published by Messrs. Harraps. Mr. 
Flynn is an eminent American journalist who has written 
some remarkable articles on financial affairs. His 
exposure of the methods of the Reconstruction Finance 
Corporation in a recent issue of Harper’s Magazine was 
greatly appreciated by English readers. This book on 
Mr. Rockefeller is, beyond all doubt, one of the best 
biographies of a man of business we have seen. Written 
from a detached standpoint, it tells a tale as astonishing 
as anything to be found in the most fantastic piece of 
fiction. This book should be read by all who are interested 
in the growth of modern businesses, or in the history of 
the United States during the last eighty years. 


THE BANK FOR INTERNATIONAL SETTLEMENTS AT WORK. 
By ELEANOR LANSING DuLLEs. (New York, 1932. 
London. Macmillan & Co., Ltd. Price 25s.) 

Miss DULLES is a very thorough and conscientious 
worker, and she has made excellent use of her unequalled 
opportunities for studying the Bank for International 
Settlements on the spot. Apart from a thorough knowledge 
of the growing literature on the subject, she had access 
also to a great deal of original material. Her book may 
safely be recommended to anyone interested in the subject. 


ARBITRAGE IN BULLION CoIN, BILLS, STOCKS, SHARES 
AND Options. By Henry Devutscu. Third 
Edition, revised by OTTO WEBER. (London, 1933. 
Sir Isaac Pitman & Sons. Price 42s.) 

BEFORE the war, Deutsch’s “ Arbitrage ’’ was regarded 
as indispensable for every arbitrageur, and those of pre- 
war arbitrageurs who have remained in their departments 
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have been looking forward to its revision for a new 
edition. Nor, indeed, have they much reason to be 
disappointed, except for the fact that, while gold points 
of sterling are given in great detail those of exchanges on 
the gold basis are omitted. Thus, while we know exactly 
what the gold export point of sterling would be if and 
when we were to return to gold on the old parity—a 
most unlikely event—we are not told anything about the 
gold points between, say, Paris and Amsterdam, where 
gold shipments are actually made. Apart from this defect, 
the book contains a wealth of useful information. 





THE WRECK OF REPARATIONS. BEING THE POLITICAL 
BACKGROUND OF THE LAUSANNE AGREEMENT, 
1932. By JoHN W. WHEELER-BENNETT. With 
an Introduction by SIR WALTER LAyTon. (London, 
1933. George Allen & Unwin, Ltd. Price 12s. 6d.) 


THE period between The Hague and Lausanne is 
described by the author with remarkable lucidity. It 
contains a great deal of inside information published for 
the first time. From the point of view of the banker, his 
account of the origins of the banking troubles in Central 
Europe is of great interest. 


THE SOCIALIZATION OF BANKING. By OscCAR SACHSE. 
(London, 1933. Macmillan & Co., Ltd. Price 
3s. 6d.) 


Mr. SACHSE’s theory is that, by charging a negative 
interest, the nationalized banks should drive deposits into 
Government loans, thereby providing funds for public 
works. As for private enterprise, it will have to negotiate 
credits with some new type of credit brokers, through 
whom holders of deposits would have to lend. Thus, 
instead of leaving the experienced and responsible bank 
managers in charge of granting or refusing overdraft, 
Mr. Sachse would leave this task to inexperienced brokers 
with no responsibility for any bad debts. 








BOOKS —s' tax 





Prices. By GEORGE F. WARREN and FRANK E. 
PEARSON. (New York, 1933. London. Chapman 
& Hall. Price 25s.) 
THE authors collected a volume of interesting material 
on their vast subject, covering a wide field, with ample 
illustrations by tables and graphs. 


BRITISH PUBLIC EXPENDITURE, I92I-1931. By JOSEPH 
Sykes. (London, 1933. P. S. King & Son. 
Price 15s.) 

AT a time when the question of public expenditure is 
very much in the centre of discussion, Mr. Sykes has 
performed a useful task when publishing a volume on the 
post-war history of our public expenditure. 


END THE Crisis! By FELIx Somary. (London, 1933. 
Routledge. Price 2s.) 

THE author of this book suggests that the crisis should 
be solved by Europe taking the initiative in importing 
more raw materials from the United States. He assumes 
that prosperity in America would put an end to the 
crisis elsewhere. 


PUBLICATIONS RECEIVED. 
INCREASING RETURN. By the late G. T. JoNEs. Edited 
by CoLIn CLARK. (London, 1933. Cambridge 
University Press. Price 18s.) 


FRAUD AND EMBEZZLEMENT. By IRVINE H. DEARNLEY. 
(London, 1933. Sir Isaac Pitman & Co. Price 
7s. 6d.) 


THE LAW OF WILLS FOR TESTATORS or How TO MAKE A 
Witt. By G. F. Emery. (London, 1933. Sir 
Isaac Pitman & Co. Price 3s. 6d.) 
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171-0 | S86-0 &8°9 
170-2 | +64°8 93-6 
176°1 855°7 110°5 
188-2 836-8 | 121-3 
187°7 | 820-5 | 122-7 
189-6 | 800-7 | 115-0 
189-6 | 787°3 114-0 
189-5 779°9 | 110-9 
190-2 | 769°7 127°6 
203-1 | 758°4 136-2 
| 210-9 | 749-6 135-8 
204°6 751-0 | 133-3 
204-0 751-6 | 127°8 


| 


1 Average weekly balances, nine banks. 


| 
‘ 





73°3 7-9 8 
72°6 8-0 8 
73°2 8-0 8 
75°2 8-0 8: 
738°9 8-0 8° 
81-0 7-4 8- 
84-3 7°3 z 
85-2 7°3 he 
85-5 7-3 | 7 
85-5 7-3 | 7: 
85-3 7-3 | 7° 
| 
85-3 7:3 7 
84-9 7°3 7 
83-4 7°3 8- 
78°4 7:3 3B: 


COMM Werte 


i) 


“9 


0 





Pe ek fh fh fh fd ddd 
eryeryervarvart avert aryart arta; 


pt ted ee ed 
— 


Coco men 


es Coed eo ED ED DED EDEDED erie 


DENMARK) NORWAY | SWEDEN 


| 





GOLD HOLDINGS OF 


___(IN MILLIONS OF £) 


GERMANY 
Total Abroad 
111-8 7°3 
124-5 7°3 
128-2 7°3 
119-6 7°3 
108-5 10-9 * 
114-7 10-2 
69-6 5-7 
63°7 4°9 
48-2 5:5 
45-4 3-4 
43-0 3-9 
42-0 4:6 | ¥ 
42-2 4:3 | |} 
40-7 4°3 
37°5 3:1 
37-6 3:1 
39-0 3:1 
40-0 3-0 
40°5 2-3 | 
39°5 2-1 |} 
40-2 19 || 
37-6 2:3 
36-2 3:1 


1 The figures are taken from the returns 


2 Excluding a small amount held in the 
3 Gold and silver holdings. 


2 
BANK OF ENGLAND 


Government 





Securities 
in Banking 
Bankers’ Depart- 
Balances ment® 
75°53 64°9 
65°2 57-1 
70-3 52-4 
61-0 42-2 
64-4 48°8 
56-6 32-0 
69°3 36°3 
68°3 56°5 
74-3 45°3 
54°6 35°7 
58°3 62-6 
77°5 69-4 
86°5 67-1 
88-2 68:8 
79°5 73:1 
80°6 69°9 
77°3 67:0 
90-5 68-9 
102-4 102-4 
103°4 | 90-6 
98:3 | 86-4 
92°38 | 57:7 





Reservi* 


OA 


SAOARWOHOWS Adon 


I0 6 





Notes in 
Circulation.® 


355° 


359: 


357 


CREDIT AND CURRENCY (millions of £) 


to Sow 


dom aa-y 


Wom wdc orm Mew 





3 Average of four or five weekly returns. 
* Since December, 1931, figures relate to last Wednesday in each month, 
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38 OF | CENTRAL BANKS! Table I—cont. 

















£) 
RMANY 3 | ARGENTINA 
:U88 OLAND | £ZECHO- | ays HUNGARY y | SWITZER-| spain apan | —— 
iad RUSSIA | POLAND | OZECHO- | AUSTRIA |HUNGA ITALY ae | Sean Oia Dian 
| } | Office \ la Nacion 
; | - 
} . =z 
3 30°2 16°1 7:7 | 4:9 5:8 56-1 23-6 | 101-7 | 107:3 87-9 | 1:3 
ce 33-2 16°2 oa ae 5°83 56°3 22-2 97-9 91-7 87:9 | 1:3 
7:3 41:7 16-2 8-0 | 4:9 5°8 56°3 22-9 98-0 902 87-9 | 1:3 
3 51-2 13-0 8:7 6-2 5°38 57-2 25+4 98-2 85+1 87°3 | «09 
10-9 * ‘ 5 ar ‘ 5 5 , 
9 51:1 13-0 9-4 | 6-2 58 57°3 28:4 | 96-7 85°4 84-5 3 
10°2 53°2 13-0 9-4 | 62 4°5 57:4 25-5 | 96:0 | 85:9 | 77-4 0-4 
re 53°7 13°3 9-4 6-2 4-0 58-1 33°4 | 96-3 87-3 64-7 3 
4-9 60-2 13°3 9-3 5:5 3:3 58°9 67-4 | 90-3 | 82-3 | 57-1 0:3 
} | | 
(aa | | | 
2°95 67:4 13-8 10-0 5-5 | 3-7 60-9 93:1 | 89-1 48-1 51:8 | 0-2 
34 67-6 14-0 10-0 5-2 | 3-6 60-9 99-0 | 89-2 44-1 51-0 0-2 
S94 67-7 13-2 10-0 5-2 | 3-6 60°9 96°7 89°3 44-0 51:0 0:2 
4°6 B80 13-2 10-0 5-2 3°6 60-9 96-7 89°3 44-0 | 51:0 0-2 
4°3 | 68-8 12-8 10-0 4°8 | 3:5 61-1 101°3 89-4 44-0 51-0 0-2 
43) 71-7 11-2 10-0 4:3 | 3-5 61°3 103-4 89-4 43-9 51-0 0-2 
31 || 73-3 11-1 10-0 4-3 | 3:5 61:7 104-6 | 89-5 43°9 51-0 0-2 
Sli} 75-5 11-0 10-0 | 4:3 3°5 62-2 | 104-8 89°5 43-9 51:0 0-2 
3-1 || 11°3 10-1 | 4:3 | 3°5 62-6 | 104-6 89°5 43-9 51-0 0-2 
3°0 |) 11-4 10-1 | 4:3 | 3-5 62-8 104-6 89°5 43-9 51-0 0-2 
=" 11:5 10-3 | 44:3 | 3:5 63-0 101-2 89-5 43-9 51-0 0-2 
| | | 
21 } — 11:6 10-4 4°3 3°5 63-2 98-0 89°6 43:5 | 51°0 , 0-2 
1°9 — 11°38 10°4 4:3 3-5 63-1 98-0 89-6 43°5 51-0 0-2 
ey 11-8 10-4 | 4:3 3-5 66-8 | 100-3 89-6 43-5 | 51:0 0-2 
3:1 —_ 11°3 10-4 | 4:3 3:5 68-0 100-5 89-6 43°5 
| 
we hyow nd on or nearest the first of the month. 
eld in the Banking Department, 
Table III GOLD MOVEMENTS 
| ENGLAND UNITED KINGDOM UNITED STATES 
} | a Seat ° 
| - | » J/AAL GOL 
Net oe oe OUTPUT 
| Influx (+) Imports Exports mports (+) Imports Exports meporee (++) at 85/- per 
¥ st Exports (—) Exports (—) | "ne ounce 
= | £ millions | £ millions € millions _€ millions $ millions | $ millions $wmillions | £ millions 
| 
1930 | 
JANUARY |} + 4:0 8-6 3°3 12-9 8-9 + 4:0 3°8 
APRIL .. | + 6:6 8:8 3-0 65:8 0-1 + 65°7 3:7 
JULY co] = 36 5-1 | 8°3 21-9 42°5 — 20°6 3°9 
OCTOBER ..| + 4°8 93 | 71 35-6 9°3 + 26°3 3:9 
| 
1931 | 
JANUARY | — 75 7°3 16-2 — 8-9 34-4 34-4 3:9 
| APRIL ox f) =e 5°9 0-9 + 5:0 49°5 - 49-5 3°7 
JULY <a —31-7 10-0 36°38 |} —26°9 20°5 1-0 + 19°5 3°9 
UCTOBER .. _ 86 | 53) | + 3°3 60-9 | =398°6 —S37°s | 4-0 
de 1932 | | 
JANUARY 17-1 21:5 — 4-4 32-9 107-9 — 75:0 | 4-0 
MARCH 13-0 12-7 + 0°3 19-2 43°9 — 24-7 4-1 
APRIL te 4 - 12-2 5-5 + 6:7 | 19°3 49-5 — 30-2 4-0 
May.. + 4:2 11-1 6°83 + 43 16°7 212-2 —195°5 4-1 
JUNE + 8-9 15-4} 6-3 + 9-1 18-4 226-1 —207°7 4-1 
JULY + 1:6 12°38 | 7-4 + 5:4 16°3 23°5 — 7-2 4°2 
AUGUST t 1°2 11-0 10-2 + 0°8 24-2 13°1 + 6:1 4°2 
SEPTEMBER. . + O°5 12-1 | 11-0 +11 28-0 + 28-0 4:1 
& OCTOBER .. — 9-% | 8-2 + 1:1 20-7 - + 20°7 4-1 
NOVEMBER .. - 9-8 5:8 + 4:0 21°38 | - + 21°8 4:1 
DECEMBER .. —10°6 12-0 21-3 — 9°3 100-9 — +100-9 4:2 
1933 
JANUARY .. + 6:6 9-3 | 22:3 +13-0 128°5 | - +128°5 4-1 
FEBRUARY .. +21°4 11-3 6-1 + 5-2 3-8 
MARCH oe +25°9 24°3 4°5 +19°8 4-0 
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Table IV MONEY 














LONDON 
Discount Rates Treasury Bills 
Day to | | 
Week ending Bank Rate Low h te | Bank Bills Vine Fondo Weekly Tender | Amount | Amount 
een Hate $ months Sanme Rate Offered | Applied for 
Per cent. Per cent. Per cent. Per cent, Per cent. | £ millions | £ millions 
1932 Ss. 4. 
OCTOBER 7 a 2 3 it 24 0 16 11-24 | 50 | 100°: 
0% 4 2 i #8 24 015 0-84 | 50 105 °6 
ie 21 2 i # 24 013 7°36 | 50 | 72-4 
2 28 2 § 43 24 013 2-84 | 50 | 83-0 
NOVEMBER 4 2 ? #8 24 010 11°16 | 50 |} 60°5 
se 11 2 g ti 2$ 0 14 11°17 50 | 74-2 
98 18 2 i # 24 O17 7:24 60 80°5 
- 25 2 } 1% 24 1 2 4:44 60 74°5 
DECEMBER 2 2 ? 1 24 017 4-67 55 91-4 
e a) 2 ? § 24 016 5-89 | 50 67-7 | 
‘a 16 2 ; 1% 24 1 5 6-41 | 50 67-3) | 
- 23 2 ? 1% 24 1 5 2°8 j 50 67-7 | 
30 2 ? 1} 24 019 4-35 50 | 93-2 
1933 | 
JANUARY 6 2 3 ri 2} 0 16 10-84 | 45 | 73°8 
i 13 2 2 ; 2} 0 15 10-69 | 42 |} 80°38 
an 20 2 | 5 2+ 015 0-31 | 40 |} 80-1 | 
2 27 2 } ? 2} 013 5-12 40 | 63-9 
FEBRUARY 3 2 i $3 2} 0 14 0-20 40 72-9 
os 10 2 z 4 24 016 9:20 | 40 | 83°38 
ye 17 2 } # 2t 017 2-84 | 45 90-3 | 
‘ 24 2 } 23 2} 014 5:59 | 45 |} 80°3 
MARCH 3 2 g tk 2t O11 4:39 | 45 | 67-1 
- 10 2 § i 24 010 1:55 | 45 | J1-1 
" 17 2 8 + 24 0 810:9 | 42 | 2-3 | 
“ 24 2 3} $ 2} 0 6 9°27 37 77°5 
is 31 2 t 4 2k 011 9-78 36 «| «679-2 «| 
APRIL 7 2 } a 24 0 10 11-25 | 37 90-5 | 
a 13 2 8 43 2} 0 8 10°03 38 62-0 | 
All figures given above are the rates ruling on Friday of each week. 
Table V FOREIGN 
DAILY 
" % 
NEW YORK MONTREAL| PARIS BRUSSELS MILAN ZURICH MADRID | 
StoL $ o£ Fr.tog | Belgato£ Lire to’ Fr. to € P'tas to £ | 
— — ———————E a | 
1 2 | 
PAR OF EXCHANGE... .. #864 reo | 2gal 35°00 92°40 25"2215 25"2215 ' 
1930 | 
JANUARY na i 4-8697 4-9222 123-91 34-947 37°017 | 
APRIL 4°8635 4°8654 124-11 | 34-842 38°946 
JULY 4°8656 4°8622 123-67 34-810 42-203 
OCTOBER 4°s591 4°3536 123°85 | 34-845 47-141 
| | 
1931 | | 
JANUARY . 4°8551 4°S645 123-81 | 34-815 46-640 
APRIL $-8599 4-8621 124-28 34°950 47-015 
JULY... 4°8566 4-8729 123-82 | 34-818 52-018 
OCTOBER 3°8887 4-3700 98°66 | 27-794 43-366 
| 
1932 
JANUARY ' 34303 40377 | | 24-689 40-809 
MARCH 3°6281 4°0536 | | 26-075 47-695 
APRIL 3°7520 4°1716 | 26-778 48-738 
May 3-6759 4-1539 | 26-212 45-2389 
JUNE 3-6484 4-2010 | 26-183 44-240 
JULY 3°5522 +-O757 | 25°608 44-041 
AUGUST... 3°4759 3°9669 25-048 43-037 
SEPTEMBER 3°4717 3:8 25-038 42-798 
OCTOBER 3-3990 3- | 24-460 41-517 
NOVEMBER 3°2774 3° 23-620 40-089 
DECEMBER 3°2763 3° | 23-658 40-180 
1933 | 
JANUARY 33-3599 3°8367 86:07 | 24-228 65-642 17-416 41-072 
FEBRUARY 3°4218 4 -0997 87°26 | 24-492 66-908 17-664 41-488 | 
MARCH .. 3°4343 4°1199 87°41 | 24-605 67°157 17-770 40-819 | 





1 The old parity of 25-2215 was 
2 The old parity of 25-2215 was 
3 Berne until November, 1929. 
4 Average Oct. 1 to Oct. 6, —* 
& Quoted 1lst—4th only. 

6 Quoted 19th—30th only. 
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NEY | RATES Table IV—cont. 



































NEW YORK PARIS BERLIN AMSTERDAM 
| | 
Market | Market | Market | Market 
Bank Rate Discount Call Money Bank Rate Discount Bank Rate | Discount Bank Rate | Discount 
or | Rate | Rate | Rate | Rate 
| | | 
wd Per cent. | Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. | Per cent. Per cent. 
2h 7) 2 24 1} 4 3% 2h } 
24 is 2 24 1} 4 34 2h i 
4 24 is 2 23 1} 4 3 24 + 
24 16 1 24 1} 4 34 24 4 
2h ik 1 2h 1} { 3, | 2b 4 
24 te 1 24 1} 4 33 | 24 : 
24 is 1 24 i 4 3% 24 + 
24 fs 1 24 1} 4 3% 24 s 
23 te 1 2s 1} 4 36 | 24 Og 
24 is 1 24 1} 4 3% 24 t 
2h 1 1 24 13 1 3h | 23 t 
nb 24 Ys 1 24 1h 4 3h | 24 t 
24 16 1 23 1} 4 34 23 t 
24 1s 1 23 13 4 3% 2% t 
24 16 1 23 13 t 3% 24 i 
24 1% 1 24 1; 1 3% 24 t 
24 {6 1 23 12 4 3% 23 t 
2h te i 2 1} ; 3% 24 i 
2} i i 2 li 34 24 i 
24 ¥6 3 24 2t { 3k 24 ts 
24 th i 24 2} 1 34 24 t 
24 2 ie 23 23 2} $ 3g 23 tr 
34 3% aie 24 2} 4 3% 24 4 
34 2% 24 24 24 4 3k 24 is 
3h 2 2 23 2} 4 3h 24 1 
34 2a 2 23 2} 4 36 24 A 
3 Lis l 24 24 4 34 23 i 
pe 3 4 1 2h 28 4 3h 24 16 
ch week. ® Private discount rate from December, 1932 onwards. 
> y y + r 
LIGN EXCHANGES Table V—cont. 
Daly AVERAGES 
AMSTERDAM BERLIN PRAGUE WARSAW |STOCKHOLM BOMBAY KOBE RIO DE BUENOS 
{ JANEIRO AIRES 
| Fl. to € tmk. to £ Kronento £ Zloty to£ Kr. to £ d. per Rupee d.per Yen. | d. per d. per 
| | Milreis. Gold Peso. 
12°107 20°43 16425 47°58 | 1P*I59 18 2r58 5°8907 47619 
12-102 164-56 43-398 18°136 17°93 24-25 5°525 45-04 
12-098 164-17 43-416 | 18-092 17°86 24-38 5°743 43°71 
12-093 164-06 43-382 | 18-097 17°82 24-39 0°368 40-50 
12-061 163-73 43°375 18-095 17-382 24°52 (4)5°119 38°49 
12-066 20-419 163°91 43°312 18-138 17°78 24°48 4°461 34°49 
12-106 20-409 164-06 43-375 18-148 17-85 24-41 3°615 37-68 
12-056 20-967 164-01 43-412 18-145 17-31 24°40 3-579 33°61 
- 9-630 16-702 130-68 34-646 16-811 17-83 30°07 3-502 32°03 
8°541 18-13. | 25-27 4-290 40-08 
9-008 18-15 21°43 4-058 38°78 
9-263 18-04 21-10 4°184 38-60 
9-066 17°94 20°99 4-710 35°82 
9-023 17°96 20°07 4-974 34°27 (5) 
8-814 18-06 18-64 5°038 39-60 (6) 
* 8-632 18-07 16-98 5-144 40-43 
8-644 18°15 16°53 5-200 40°45 
8-450 18-17 16-36 5°285 41°17 
8-160 18-19 15°18 5-466 42°94 
8-151 18-19 15°36 5°435 43°17 
8-361 14-127 11 18°17 14-88 5*380 42-24 
8-500 14.355 11 18°75 14°65 5°375 41-54 
8-531 14-462 11 | 18-05 15-00 5°375 40-899 
> 9 
a a abandoned as from June 25, 1928. 
3 1929. abandoned as from December 22, 1927. 
Oct. 6, —* 


Banks closed during remainder of month. 
ly. 
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Table VI BRITISH TRADE |AN 


COAL PIG-IRON (1) | STEEL( 
Exports | . | 
Production (including | —— of Production | Production 
Coke) | urnaces in | 
| Blast 
Millions of Millions of * —— Thousands of | Thousands of 
Tons Tons mene Tons Tons 
1930 
JANUARY ee ; oe ‘a ‘ 22-8 5-9 159 650 771 
APRIL , ‘ , am 19-7 4°6 151 620 696 
JULY .. ie ‘ as ; ‘ 18-7 4-9 105 486 621 
OCTOBER ad ‘ + xi 21-0 5-1 96 415 512 2 
} 
1931 
JANUARY 19-2 3-6 83 } 337 102 
APRIL 18-6 26 78 323 397 
JULY .. 17-1 il 70 317 429 
OCTOBER 19-7 1-3 65 24 457 


1932 . 7 7 7 - : 1 


430 


I 
> 
4 
> 








JANUARY 18-7 3° 
MARCH 13°58 ocl 72 336 463 
APRIL 18-4 3°38 69 317 433 
MAY 17-0 3:4 69 315 417 
JUNE.. 16°8 3°6 69 311 459 
JULY .. 15-0 3°6 56 293 432 
AUGUST 15°3 3°5 57 259 362 
SEPTEMBER 16-1 3-1 59 260 430 
OcTOBER 17-5 3°6 59 276 439 
NOVEMBER 18-3 3:7 59 268 474 
DECEMBER 13-9 3°3 60 285 430 
1933 
JANUARY oe 4 is “a ws 18°8 3°5 62 287 444 
FEBRUARY .. ei en es “s 17-8 3°2 63 271 483 
MARCH . we ve 3°5 70 332 578 
(1) Returns issued by the 
| 
| 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT 
Zs 3 cs 4 Index of 
| 2 . Percent- Numbers Produc- 
Imports | Exports |Re-exports|; London | Provincial Total Compor- age of on Live tion 
| |‘ Country” ative insured Register (Quarterly) 
| | Total | persons 
£ £ | £ | £ £ £ £ unem- 000's 1924 = 100 
millions millions millions millions millions mibions millions ployed omitted 
1930 
JANUARY .. 101°9 58°3 8-2 10-4 5-0 15-4 19-5 12°6 1,481 109-6 
APRIL ; a3°0 46°9 7°38 10-4 4-7 15-1 20-3 14°6 1,678 100-9 
JULY a R5°2 50°7 6:7 10-0 4-3 14°3 19-9 16°7 1,964 90-7 
OCTOBER .. 90°9 16-9 772 | 9:6 4-0 13-5 19-9 15:7 2,200 92-7 
1931 
JANUARY ..| 75°6 376 6-0 | 9-9 4-2 14-2 22-1 21:5 2,614 85-1 
APRIL oo] Fore g2° 6-6 | 9°5 9 13-4 21-1 20°9 2,532 80°6 
JULY ne 70-1 84-3 1-9 =| 9-1 1-0 13-1 21-3 22-6 2,664 81-1 L 
OCTOBER ... 80°7 32°8 3 9-0 $-1 13-1 20-9 21-9 2,756 90-5 
1932 
JANUARY ..| 62-3 31:1 5-2 9-6 4-2 13°8 21-7 
MARCH ne 61-1 31-2 5-4 8-9 4-3 13-2 21-0 >) 9 
APRIL ..| 53°5 34-8 4°6 9-0 4-0 13-0 21+1 Pd 91-3 
MAY al ete 30-2 4-4 8:7 3-9 12-6 20-8 
JUNE * 57°5 29-7 4-2 8-2 7 11-9 20-2 83-2 
JULY in 51°9 29°3 3°3 aes j 13°3 6 , 
AUGUST ... 923°3 28°6 3°5 8-1 11-9 *2 ae 
SEPTEMBER | 54-3 26°2 2°9 a‘ 11-4 ‘6 Sf 778 
OCTOBER .. 60°38 30-4 3-7 8:7 12-8 -4 
NOVEMBER 61-6 31-1 4-1 8-6 12°5 j an 
DECEMBER 60°6 32-4 4-1 9-0 13-1 } 87°] 
1933 
JANUARY ..| 54-1 29-2 4-2° 9-5 4-2 13-7 22-4 23-1 2,903 
FERBRUARY..| 49-1 27-9 4°5 8-9 4-2 13:1 22-0 22-8 2°857 
MARCH ..| 56°3 32°6 4-0 8:5 4-0 12-5 21°3 22-0 2,776 
1 Daily averages. 2 “Country ” clearings at London Clearing House. 3 Total clearings (London 


*“*Country”’ and Provincial) adjusted for comparative purposes, by application of Board of Trade index 
number of wholesale prices (1924 = 100). 4 Average of four or five weekly returns since December, 1931, 
figures published monthly. 5 Reprinted by courtesy of the London and Cambridge Economic Service. 









RADE j|AND INDUSTRY 


Exports of 
Yaruos 





Y & STEEL & MANU- 72 
sits PeOTURES THEREOF MACHINERY 
tion Imports Exports Imports Exports 
ds of Thousands Thousands £ € 
J of Tons of Tons thousands thousands 
310 352 1,514 4,456 
234 263 1,699 3,861 
199 303 1,415 4,440 
2 264 264 1,499 4,128 
222 167 1,181 
193 188 1,216 
231 168 1,227 
276 159 1,698 
1 | 170 167 925 2,701 
130 166 868 2,651 
145 180 769 3,210 
144 | 151 965 2,450 
126 147 841 2,497 
j 119 | 158 | 635 2,608 
105 | 156 701 2,086 
107 | 127 | 600 1,882 
163 160 | 734 2,249 
58 170 | 840 2,539 
73 | 164 913 2,286 
69 | 149 721 1,955 | 
78 | 136 626 ; 2,018 | 
97 | 155 689 2,421 


NSCS GR ISSK 


COTTON 


Millions of 


bs. 


Noon 


anwanw 


DOD 





ssued by the National Federation of Iron and Steel Manufacturers. 
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Exports of 
Wool and 
Worsted 


Millions 














re | UNITED KINGDOM U.S.A. | GERMANY 
of Wholesale | 1 | Wholesale Wholesale| Living 
= — oman ‘ Cost of | (Depart- Statis- (Statis- 
Living ment of tisches tisches 
rly) Board of “‘Econ- | |(Ministry Labor) |Reichsamt) Reichs- 
™ Trade omist” |of Labour) amt) 
100 uly | | 1913/14 
1913 = 100] 1913 = 100 |1914 == 100 | 1913 = 100 |1913 = 100 100 
P 1930 | 
- JANUARY... 131-0 118-5 164 133°8 132-3 151°6 
? APRIL -. | 128-7 | 112-3 | 155 129-9 | 126-7 | 147-4 
hd JULY .. : 119-2 106-8 157 120°3 125°1 149°3 
OCTOBER 113-0 99-6 157 118-3 120-2 145-4 
1931 | (a) 
1 JANUARY ia 106-9 91°3 152 112-8 115-2 140-4 
6 APRIL ee 105-7 90-0 147 107-2 113-7 137-2 
1 i JULY... ae 102-2 86-0 145 | 103-2 111-7 137°4 
5 OCTOBER ae 104-4 90-1 146 100-7 107-1 133-1 
1932 
JANUARY... 105-8 90-0 147 | 96-4 100-0 124°5 
MARCH os 104°6 88-5 144 94-6 99°38 122-4 
J APRIL —- 102-4 86°3 143 93-8 98-4 121-7 
May .. a 100-7 83-3 142 92-3 97-2 121-1 
> JUNE.. nee 98-1 80-9 143 91°5 96-2 121-4 
= JULY... a 97-7 82-7 141 92-4 95°9 121-5 
: AUGUST re 99°5 85°2 | 141 93°4 95-4 120-3 
SEPTEMBER .. 102-1 88-1 | 143 93-6 95-1 119-5 
OCTOBER - 101-1 85-3 | 143 92-3 94°3 119-0 
NOVEMBER .. 101-1 85-7 143 91-5 93-9 118°8 
DECEMBER .. | 101-0 84-1 142 89-7 92-4 118-4 
1933 
JANUARY ke 100-3 84-2 141 87-4 91-0 117-4 
FEBRUARY .. 98-9 82-7 139 91-2 116°9 
MAROH ba 97-6 82°3 137 91-1 116-6 
n 1 The indices, which are for the 1st of the month, are entered for the previous 
x comparison. 


l, 2 Gold index. (a) Revised index. (b) New index. 
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Some District Bank Branches 
By Professor C. H. Reilly 


bad and indifferent branches of the six great banks 

(including among the great, as one must to-day, 
Martins) to a dozen or so branches of the District Bank 
all by the same architect, Mr. Francis Jones, of Manchester, 
all good and all designed in a similar manner—a simplified 
Georgian. As a critic it is refreshing evidence of good 
taste and good design in these days when one is sure of 
neither, but as a journalist it leaves one with very little 
to say, especially when one has no plans or even interior 
views to help one out. Of course, it is a little foolish at 
any time to attempt a serious criticism of a building 
without seeing the plans to which it has been built. 
Without them, and especially without the site plan, one 
can neither fully envisage the problem before the architect, 
nor appreciate properly the merit or otherwise of his 
solution. The chief excuse for having to do without 
plans in the majority of these articles is, firstly and 
mainly, that the banks show a somewhat understandable 
reluctance to publish the plans of their buildings, and, 
secondly, that the problem of the ordinary branch bank 
in this country, whether of the lock-up type or of the 
kind with manager’s accommodation over the banking 
premises, is very well known. As to the site, too, one can 
generally guess at its character from the photograph of 
the exterior. We must therefore proceed in our ordinary 
way and do the best we can in each case. 

Let us begin with the most formal of these banks, 
the little lock-up branch at Poulton, in Lancashire. This 
clearly stands behind the market cross in the centre of 
the little town. Perhaps it was the existence of this 
little monument in front of it which suggested to 
Mr. Francis Jones the desirability of making his building 
serve as good a background as possible to the cross. 


I is refreshing to turn from the variety of the good, 


— 
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With its large plain surface of fine brick-work the little 
bank does this very admirably. His and his clients’ 
reward, however, is this: that the field of plain brick- 





BRANCH AT POULTON-LE-FYLDE, LANCASHIRE 


work not only makes a fine foil to the village _——. 
but also to the doorway of the bank itself. Indeed, i 


concentrates the spectator’s interest on this doorway in 
N 
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a remarkable way, and the doorway is worthy of it. It 
becomes, indeed, the focus and climax of the whole design 
and everything else is subservient to it. One wonders, 
when it is possible, as here apparently, to get top light 
or light from other directions, bank architects have not 
more often seized on the value to be obtained from a blank 
or nearly blank facade. Such a facade can always have 
dignity and scale. It will nearly always make a striking 
contrast to the many-windowed buildings round about, 





THE ROMILEY BRANCH—FRONT VIEW 


but above all for a bank it will suggest secrecy and 
security. Mr. Jones here has added two quiet windows 
on either side of his finely modelled doorway with its 
elegant fluted columns and highly articulated pediment. 
Without these windows the building might have been 
even more striking, but also probably too secretive in its 
appearance. As it is it seems to me just right in its 
suggestion of discretion and serious business. It will be 
noticed how the architect has let nothing above it spoil the 
value of this ground-floor composition of two white 
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barred windows and the big white doorway. For this 
reason he has built his cornice in brick instead of white 
stone or painted wood in order to keep it as quiet as 
possible. The bank’s coat of arms is small and discreet, 
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THE ROMILEY BRANCH—SIDE VIEW 


+ too, while the name ot the bank is in fine letters but not 
too big, which do no harm at all, indeed rather enhance 
the building. The open panel in the parapet with its 
balusters is just sufficient, like the two ground-floor 
windows, to show the building is alive and in use and not 
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a mausoleum, and like them, too, does this without 
detracting from the main interest. Indeed, the more 
one examines this little front the cleverer it appears. 
The Romiley branch, which, like the Poulton one just 
described, is built in the small red hand-made bricks from 
Messrs. Colliers, of Reading—it is a reflection on our 
north-country brick makers that architects of Mr. Jones’ 
sensibility have to go south for facing bricks—is more 
domestic in character. It consists of a little rectangular 





BRANCH AT HEALD GREEN IN CHESHIRE 


building with four windows on the ground and first floors 
to the road and the bank door at the end of the rectangle 
facing a little open court between it and the next property. 
Behind is a wing with the manager’s house approached 
one assumes from a gateway in this same little court. 
I have so often pointed out how in a small bank on a 
corner site the entire building inside and out is spoilt by 
its being given a canted corner entrance. Here with this 
open space at the side most banks would have compelled 
their architect to make such an entrance, when the 
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symmetry, compactness and dignity of the little building 
would at once have been knocked to pieces. How much 
better this arrangement of Mr. Francis Jones’ with the 
entrance at the side facing squarely the little court. 
I feel this is a charming arrangement, the little court itself 
helping to give the necessary distinction. As to the 
building, it shows once more how in the hands of an 
artist a very simple thing can be made expressive. Note 
the delightful spacing of the window and door in this 





BRANCH AT FAIRHAVEN, ST. ANNES-ON-THE-SEA 


end elevation and how by the simple expedient of placing 
the stone mouldings of the door on a slightly raised brick 
ground sufficient “dignity is given to the latter. The 
wooden cornice, too, with its small dentil course gives 
a touch of elegance just sufficient to show that this little 
building, domestic as it is in character, stands for some- 
thing more serious than the ordinary suburban house. 
The next example is the Heald Green branch in 
Cheshire. This is much the same problem as the last, but 
the solution is a little more elaborate. On the whole, 
I confess to preferring the Romiley branch, good as this 
Heald Green one is. Here the bank door is placed in the 
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centre of the building facing the road and what I imagine 
corresponds to the front garden of the adjoining houses 
is paved as a courtyard. All that is very effective and 
direct. The entrance to the manager’s quarters is at the 
side up a flight of steps and by a hooded door. There is 
wisely no attempt to hide it in any way, as one has seen 
in other banks, making the manager creep in as it were 
by a back door like the policeman visiting the cook. 
The banking floor here is emphasized by arched windows 





BRANCH AT FOG LANE, DIDSBURY, MANCHESTER 


and the domestic floor by shuttered ones. Having got 
so much on to his little facade the architect has felt the 
need of stiffening the corners of the building and has 
done it very suitably for a brick design by means of brick 
quoins. Once again the building has a neatly modelled 
dentil cornice to give it distinction. Finally, the whole 
mass is held four-square to the road by its two carefully 
balanced chimneys tied into the roof by saddles. 

At Fairhaven the problem of the little lock-up one- 
storey building is very-well solved. Here the doorway 
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forming a little porch and set once more on a blank wall 
is the chief feature of the design and deserves study, 
being delicately and admirably modelled and while based 
on old work not, as far as I know, a reproduction of some 
actual Georgian example like so many bank doors. 
Lastly, here is the Fog Lane, Didsbury branch, 
Manchester, the smallest bank in size the District Bank 
possesses. It is a little lock-up cottage, but even so by 
the balance, I think, of his chimneys, by the solidity of 
his roof and walls and particularly of his front door, the 
- architect, without any detail inappropriate to a cottage, 
has cleverly managed to convey that this is no ordinary 
cottage, but one serving a serious purpose. 
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Bank Meeting. 


HUNGARIAN GENERAL CREDITBANK, BUDAPEST 


INCREASED DEPOSITS 


STRONG FINANCIAL POSITION 


HE board of directors of the Hungarian 
General Creditbank, at their meeting 
on March 8, 1933, adopted the balance 

sheet for the business year 1032. The profit 
and loss account shows-——before writing off 
the proposed amounts a profit of 
1,571,246.17 pengo, inclusive of the amount 
carried forward from the previous year 
Out of this amount exceptional writings-off, 
gregating 2,451,499.64 pengo, were eflec ted 


agg 2,2 
by the board in the course of assessing the 
several active items. After these allocations, 
2,380,746.53 pengd remain available for the 
general meeting. The board decided to 
propose to the general meeting, convoked for 
March 18, 1933, that out of this amount: 

500,000 pengd should be devoted to the 
endowment of the ordinary reserve fund; 

200,000 pengd to the strengthening of the 
depreciation reserve fund; 

1,000,000 pengd to the endowment of the 
employees’ pension funds and that the 
remaining 689,746.53 pengo should be carried 
forward to the account of 1933 

In accordance with this decision, no divi- 
dend or bonuses are to be paid for this year. 


BOARD'S SOUND DIVIDEND POLICY 
rhe board pointed out in their last year’s 
report that a necessary outcome of the 


economic situation, apart from greater risks, 
would be a further decline in the turnover of 


banking trade, and would impose on banking’ 


institutions the necessity for increased fore- 
sight. In consideration of these circumstances 
the bank refrained, in the previous year, 
from the allotment of a dividend and has 
used all of its net profits to strengthen its 
position. This decision was fully justified, 
and met with the approval of public opinion 
both at home and abroad. It is with satisfa« 
tion that the board registers a substantial 
increase in the bank’s deposits as well as an 
extension of its clients, seeing therein a proof 
of confidence. In view of the uncertainty as 
to further developments in the economic 
situation, the board have deemed it best to 
adhere to the course they had been following 
last year, and to use the net profits for the 
strengthening of the bank, by making endow 
ments for the reserves and pension funds, as 
well as by an appropriate amount being 
carried forward to the account of 1933 

In the past year, too, the bank has made 
available to the money market new credits, 
and was able, despite diminished trading 
possibilities and the restrictions in force, to 
develop a greater activity. The economy 
measures, which had already been introduced 
in the previous year, resulted in a material 
reduction of operating expenses in the course 
of the business year. 


BALANCE SHEET ITEMS 
As regards the several items of the balance 
sheet: Deposits show an advance of 8.6 


million pengd (from 138.4 to 147 million 
pengo) resulting from an increase of 9.3 
million peng6 in the amount of current 
account deposits (from 92.6 to 101.9 million 
pengo) and a decrease of 650,000 pengo in the 
amount of savings deposits (from 45.8 to 
$5.1 million pengd). The accumulation ot 
deposits is due in a slight degree only (some 
1.6 million pengdé) to an increase in the 
deposits of the undertakings belonging to the 
sphere of the bank’s interests, while the main 
part consists of new deposits entrusted to the 
bank by other of its customers. The advance 
in the status of deposits, which under preva- 
lent circumstances may be termed very 
considerable, is the more important having 
been attained at a critical period, when the 
shortage of available resources and the con 
tinuous dwindling of capital had led, in 
general, to a declining trend in bank deposits. 

The amount of sundry creditors has 
suffered a moderate decline from 96.5 to 95 
million pengd 

LIQUID ASSETS 

Cash in hand and clearing account deposits 
advanced from 13.1 to 14.2 million peng, 
deposits with banking institutions and stock 
of goods ready for sale from 7 to 8.9 million 
pengo. hus, these categories of liquid 
assets aggregate 23 million pengd 

Debtors rose from 139.7 to 144.3 million 
pengo, bills from 78.9 to 82 million pengo. 
Stocks and participations aggregate 49.9, as 
against 53.7 million pengo and figure in the 
balance sheet this year again at a lower value 
than that foreseen by Government Decree 
No. 260/1933 M.E. 

The goods department of the bank has 
attained satisfactory results, despite con- 
tracted trading possibilities. 

TRADE CONDITIONS 

The bank may point with satisfaction to the 
brisk activity it was able to display in the 
field of international exchange of goods by 
means of barter, especially in the way of 
export of economic produce against the import 
of necessary industrial raw materials. Above 
all, mention must be made of the first move 
undertaken within the compass of this class 
of business which has progressed successfully, 
namely, the securing of the cotton require- 
ments of the textile industry. 

As regards the undertakings within the 
sphere of the interests of the bank, the diffi- 
culties of the export trade, together with the 
stoppage that ensued in investment activity, 
both public and private, were bound to react 
unfavourably on several branches of industry, 
e.g. the iron and machinery industries, and 
the building industry. On the other hand, 
however, the undertakings appertaining to 
other branches of industry were able to 
achieve, on the whole, satisfactory and in 
some cases even very favourable results. 


a 


n 
d 


Bank ADceting 
THE MERCANTILE BANK OF INDIA 


ADVANTAGE OF GOLD ENPORTS 


SIR THOMAS CATTO’S REVIEW 


HE fortieth annual general meeting of 
T the shareholders of the Mercantile 
Bank of India, Ltd., was held on 
March 28 at Winchester House, Gld Broad 
Street, London, E.C. 

Sir Thomas 5S. Catto, Bart. (deputy chai: 
man), presided in the absence of the chairman 
through illness, and said: 

The report and accounts have been in your 
hands for some days and I expect, as is usual, 
you will permit me to take these as read 

You mavy recollect that at the annual 


meeting last year I said :—‘‘ In these un 
certain times, he would indeed be a rash man 
to prophesy the future. I do not intend to 


attempt it, but there is a silver lining to all 
clouds, even if we can see it only dimly, and 
so we shall go forward with courage and 
confidence, seared a little, perhaps, by the 
ordeal of the previous year, but richer by 
the experience.”’ 

I am glad I did not prophesy more than 
that, tor the year under review has been 
almost as difficult as the previous one. It 
has been a year of lean banking profits and of 
a general contraction, not so much in the 
volume of business transacted, as in the 
money value of business done. But the 
silver lining to the clouds has been visible in 
the shape of substantial appreciation in the 
market value of the bank’s British and 
Indian Government securities 1 fear, how 
ever, that this is the only good thing I can 
say about 1932. For the world economi 
crisis, which in 1930 and 1931 had reached 
such serious dimensions as to justify the hope 
that it had reach its peak, continued without 
abatement 


CONDITIONS IN INDIA 


The economic blizzard has been felt, and is 
still being felt, in India with great severity, 
although on the whole that country has so 
far weathered the storm better than most 
other countries. Due to the brilliant and 
cautious manner in which her resources have 
been handled by the Finance Member, Si 
George Schuster, India’s position in the realms 
of Governmental finance is astrong one. India 
has a well-balanced Budget, and her credit 
to-day stands on an enviable basis in the 
midst of a world in a financial crisis, the like 
of which is unknown to living memory. 
The courage shown by Sir George Schuster in 
insisting upon a balanced Budget, in spite of 
the serious economic difficulties of the 
country, is something for which all who have 
the interests of India at heart owe him a 
debt of gratitude. I would like to take this 
opportunity of congratulating him on his 
handling of India’s finances throughout the 
critical vears he has been Finance Member. 


INCREASED TAXATION 


If | were to criticize, | would say that I 
regret he did not see his way to attain his 
object of a balanced Budget by the more 
correct process of reduction of expenditure 
rather than by increased taxation of an 
unprecedented kind-—namely, a surtax on all 
taxation of 25 per cent. This last is, of 
course, a simple method and one that entails 
no new methods of collection. But, never- 
theless, it is a measure of an extent and of a 
severity almost unheard of in peace time. 
As taxation in India had been creeping up to 
a point that has become a menace to India’s 
welfare, this extra 25 per cent. has aggravated 
an already serious situation, and, if it is 
continued without relief, it ‘ will kill the 
goose that lays the golden eggs,”’ for not only 
can there be little industrial expansion under 
such a burden, but actually it may, and in 
my opinion will, seriously endanger industries 
that already exist. I refer especially to those 
industries which are dependent directly on 
export already sufficiently handicapped by 
world economic conditions. 

Whilst India’s Governmental finances have 
been husbanded well, her trade and com- 
merce have suffered severely in 1932 through 
the world-wide economic depression. 


BENEFITS FROM GOLD SHIPMENTS 

In 1932 the net balance of trade in mer- 
chandise in favour of India was only about 
5 crores. But the export of treasure, which 
assumed such large dimensions in the latter 
part of 1931, after Britain suspended the 
gold standard, continued throughout 1932, 
and the net exports of treasure tor the vear 
reached the large total of Rs.74 crores. ‘the 
total shipments of gold from India from 
September, 1931, to the end of 1932 have 
amounted to the enormous figure of Rs.1114 
crores, or {83,625,000. ‘lhere has been some 
criticism in India of these large gold ship- 
ments, and proposals have been made as to 
a duty on gold exports. So far, however, the 
export of gold has not been detrimental; on 
the contrary it has been most helptul to India. 
Gold that has been lying idle, in some cases 
possibly for centuries, has been brought into 
use again. At a critical time, when India’s 
trade and merchandise balance had fallen to 
a figure not nearly sufficient to cover her 
external obligations, these gold shipments 
have maintained the strength of India’s 
exchange and enabled her to meet not only 
all her current external obligations but also 
to pay off large amounts of external debt and 
to accumulate substantial sterling reserves. 
All of this has been to the great advantage of 
India’s credit in London and in India. 

The report was unanimously adopted. 





THE STATE LAND BANK 


(PANSTWOWY BANK ROLNY). 


i Head tiie: * 
50, Nowogrodzka str. WARSAW. 


Branches: Main Warsaw Branch, 50, Nowogrodzka str. 25, Pilsudski str., 
Lwow. 24, Wielka Pohulanka, Wilno. 12, Dabrowski str., Poznan. 18, 
Sienkiewicz str., Grudziadz. 6, Szkolna str., Katowice. 20, Pilsudski str., Luck. 
8, Szczepariski place, Krakéw. 2, Kosciuszko str., Pinsk. 1, Kapucynska str., 
Lublin. 57, Sienkiewicz str., Kielce, and an Agency at Gdynia. 


Telegraphic Address: ‘‘CENTROPEBROL”’ for Head Office 
‘*PEBROL” for Branches 


” 


The State Land Bank transacts banking business of every description. 





Fully paid-up Stock Capital - - - Zlotys  130,000,000.— 
(£4,173,355 Rate of Exchange as on April 2Ist, 1933) 
Reserve Funds - - - ~ Zlotys 39,757,750.47 
(£1,276,332 Rate of Exchange as on April 2Ist, 1933) 


Balance Sheet on December 3ist, 1932 -  Zlotys 1,413,948,885.49 
(£45,391,617 Rate of Exchange as on April 21st, 1933) 


Amount of Credits granted 
up to December 31st, 1932 - - Zlotys 969,001,525.18 
(£31,107,593 Rate of Exchange as on April 21st, 1933) 





The 7 per cent. Mortgage Bonds of the State Land Bank are expressed in 
gold zlotys and in their equivalence of U.S. Dollars, Pounds Sterling, 
Swiss Francs, Dutch Florins and are secured by farm mortgages, by the 
State Land Bank’s total assets and by the guarantee of the Polish State 
Treasury. They are recognized as trustee securities, are accepted by the 
State Treasury as caution and judicial deposits, as also for all payments on 
account of property tax. The 7 per cent. Improvement Debenture Bonds 
of the State Land Bank are expressed in gold zlotys and in their equiva- 
lence of U.S. Dollars, Pounds Sterling, Swiss Francs and Dutch Florins. 
They are guaranteed by the State Treasury and are also recognized as 
trustee securities. They are accepted by the State Treasury as caution 
and judicial deposits and are ekempted from the capital and income tax. 
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